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LETTER  OF  TRANSMISSION 


Honourable  George  Langley, 
Minister  of  Municipal  Ajfairs, 
Parliament  Building, 

Regina,  Saskatchewan. 

Sir  — 

I  take  pleasure  in  submitting  herewith  a  report  on  ''Taxation  in 
the  Urban  Municipalities  of  Saskatchewan"  which  sets  forth  the  conditions 
disclosed  by  the  survey  of  the  incidence  of  taxation,  undertaken  during 
the  past  summer  at  your  request,  together  with  my  suggestions  for  a 
readjustment. 

Very  truly  yours, 

Robert  Murray  Haig. 

Columbia  University, 

in  the  City  of  New  Yoj'k, 
November  5,  1917. 


PREFACE 


TMh  report  presents  the  results  of  an  investigation  undertaken  during 
the  summer  of  1917  in  response  to  an  invitation  from  the  Honourable  George 
Langley,  Minister  of  Municipal  Affairs  of  the  Province  of  Saslatcheivan, 
extended  through  a  letter  signed  by  Deputy  Minister  J.  N.  Bayne  and  dated 
May  7,  1917.  The  letter  requested  "a  general  survey  and  investigation  of 
the  incidence  of  taxation  in  the  urban  municipalities  of  Saskatchewan.' ' 
It  was  explained  that  a  committee  of  prominent  city  residents  had  "expressed 
the  opinion  that  a  change  in  the  methods  of  taxation  which  exist''  luas 
"desirable  in  order  that  the  burden  may  be  more  equitably  spread." 

After  some  preliminary  study  of  documentary  material,  the  writer  arrived 
in  the  province  on  July  23  and  remained  until  August  28.  During  that 
period  he  visited  the  following  municipalities  for  the  purpose  of  gathering 
information  bearing  upon  the  problem:  the  cities  of  Regina,  Saskatoon, 
Moose  Jaw,  Prince  Albert,  North  Battleford,  Swift  Current  and  Weyburn; 
the  toivns  of  Watrous,  Battleford,  Scott  and  Melville  and  the  villages  of  Earl 
Grey  and  Waldron.  In,  a  letter  dated  Jidy  28  Deputy  Minister  Bayne 
invited,  the  clerks  of  all  cities  and  towns  and  the  secretary  treasurers  of  all 
villages  to  submit  representations  on  the  question  of  taxation.  In  response, 
letters  raising  interesting  points  were  received  from  a  considerable  number 
of  municipalities  not  personally  visited  by  the  investigator. 

The  general  plan  followed  in  the  investigation  ivas  first  to  secure  from 
the  provincial  officials  their  criticisms  of  the  existing  system  and  their  sugges- 
tions for  modification.  Next  the  investigator  conferred  with  representatives 
of  the  two  committees  organised  to  consider  the  problem  of  taxation  in  the 
municipalities  of  the  province,  viz.:  the  Provincial  Committee  on  Taxation 
and  the  committee  of  the  Union  of  Saskatchewan  Municipalities.  He  then 
visited  various  municipalities,  conferring  with  public  officials  and  with 
representative  citizens.  At  the  suggestion  of  the  local  authorities  public 
hearings  were  held  in  Moose  Jaw,  North  Battleford  and  Saskatoon  at  which 
opportunity  loas  given  to  any  one  who  desired  to  state  his  views  or  to-  give 
information.  After  further  couferences  with  provincial  officials,  the  investi- 
gator met  in  Regina  on  August  28  the  members  of  both  committees  to  discuss 
at  length  some  of  the  questions  upon  which  there  were  differences  of  opinion. 
Finally,  an  extended  conference  was  held  (riiJi  Deputy  Minister  Bayne  in 
the  East  cGncer)u  mj  the  desirability  and  practi(  (dyility  of  certain  of  the  proposed 
measures. 

The  investigator  desires  to  record  his  appreciation  of  the  aid  given  in 
the  course  of  his  ivork  by  the  nionhcrs  of  the  two  committees,  by  the  various 
provincial  and  municipal  officials  and  by  the  citizens  of  the  province — all 
of  whom  co-operated  in  a  most  helpful  manner.  Especially  does  he  realise 
his  indebtedness  to  Deputy  Minister  Bayne  whose  assistance  was  invaluable 
at  all  stages  of  the  investigation.  Finally,  thanks  are  due  to  Professor  Edwin 
R.  A.  Seligman,  irhosc  counsel,  so  generously  given,  makes  it  possible  for 
the  investigator  to  present  the  plan  of  readjustment  with  a  high  degree  of 
confidence. 
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In  the  task  qf  gaining  an  understanding  of  the  nature  of  the  proljleni 
and  of  arriving  at  a  satisfactory  solution,  valuable  assistance  was  available 
from  several  directions.  Two  special  committees,  province-wide  in  their 
scope,  had  been  created  to  considei'  the  question  and  a  local  investigation 
was  under  way  in  the  city  of  Saskatoon. 

The  Criticisms  of  the  Provincial  Committee  on  Taxation. 

The  first  of  the  two  committees,  the  Provincial  Committee  on  Taxa- 
tion, appears  to  have  found  its  origin  in  Moose  Jaw  where  the  city  council, 
in  response  to  a  petition  from  a  group  of  dissatisfied  ratepayers,  appointed 
a  committee  of  twenty  citizens  to  consider  the  entire  question  of  taxation. 
This  committee  organised  itself  early  in  January,  1917,  and,  appreciating  at 
once  that  the  problem  was  one  which  was  common  to  all  of  the  cities, 
addressed  a  letter  (dated  January  12)  to  each  of  the  other  six  cities 
in  the  province  setting  forth  the  need  for  alterations  in  the  revenue  system 
and  inviting  the  appointment  of  representatives  to  a  provincial  committee 
which  would  present  the  situation  to  the  authorities.  The  representations 
of  this  committee  are  said  to  have  been  of  influence  in  persuading  the 
government  of  the  province  to  undertake  this  investigation  of  taxation 
in  the  urban  municipalities. 

The  membership  of  this  committee,  made  up  as  it  was  partly  of 
ratepayers  who  felt  that  they  were  unjustly  discriminated  against  by. 
the  present  system  and  partly  of  public  administrators,  acutely  conscious 
of  the  primary  necessity  of  meeting  pressing  fiscal  obligations,  found  itself 
unable  to  agree  on  many  important  points.  A  resolution  passed  early 
in  the  course  of  the  committee's  deliberations,  however,  recorded  a 
unanimous  belief  that  the  existing  system  was  unjust  and  recommended 
radical  alterations.    It  reads: 

'That  whereas  at  the  present  time  the  burden  of  taxation  is  Ijorne 
almost  entirely  by  one  class  of  citizens,  namely  the  owners  of  real  estate, 
this  committee  considers  it  desirable  to  broaden  the  basis  of  taxation 
and  suggests  that  particular  consideration  be  given  to  the  method  now  in 
use  for  levying  income  tax,  and  also  to  taxing  by  means  of  a  householder's 
tax  or  tax  levied  on  occupants  of  premises  in  proportion  to  their  assessed 
rental  value." 

General  assent  was  also  given  to  a  statement  of  grievances  framed 
for  the  purpose  of  submission  to  the  investigator.    This  reads  as  follows: 

Provincial  Committee  on  Taxation. 
Prohlems  of  Taxation  in  the  Cities  of  Saskatchewan. 

There  is  a  budget  to  be  raised  each  year  to  cover  all  expenditures  for  local  purposes 
which  include  expenditures  for  schools  and  collegiate  as  well  as  all  civic  administra- 
tion, police  force,  lighting,  sanitary  sewers,  fire  brigade,  etc. 

It  has  appeared  that  the  easiest  way  in  the  past  of  levying  the  amount  required 
has  been  to  do  so  on  real  estate,  with  the  result  that  about  95  per  cent,  of  all  taxes 
raised  are  obtained  in  this  manner.  It  is  felt  that  this  has  been  unfair  and  has  caused  a 
great  hardship  on  a  certain  section  of  the  community,  and  that  there  are  other  methods 
of  obtaining  revenue  which  should  be  adopted  which  would  make  a  more  equitable 
distribution  of  the  burden  of  taxation. 
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Some  of  the  conditions  prevailing  under  our  present  system  are  as  follows: 

(1)  The  value  for  assessment  is  arrived  at  not  on  the  basis  of  the  net  rental  value 
as  is  in  the  case  in  some  other  parts  of  the  world  (adopted  as  a  result  of  long  experience), 
but  the  assessment  is  reached  in  another  manner.  A  tax  of  (say)  23>^  per  cent,  on 
such  assessed  value,  together  with  special  frontage  taxes,  may  sometimes  be  a  tax  of 
5  or  6  per  cent,  or  more  per  annum  on  the  actual  value,  and  the  taxes  thus  become  a 
charge  on  the  property  out  of  all  proportion  to— sometimes  in  excess  of — the  revenue 
obtained  from  the  property. 

(2)  The  burden  on  the  owners  of  property  is  so  heavy  that  many  are  ceasing  to 
pay  their  taxes,  and  the  properties  have  been  sold  by  the  cities  for  arrears  of  taxes  stand- 
ing against  them,  subject  to  certain  provisions  for  redemption.  When  title  absolutely 
passes  to  the  tax-sale  purchaser  (a  condition  likely  to  prevail  in  many  instances  in  the 
ensuing  year)  for  an  amount  equal  to  (say)  10  per  cent,  of  the  assessment,  the  market 
may  be  flooded  with  property  at  a  price  representing  a  very  small  part  of  the  original 
assessed  value.  This  means  (a)  a  reduction  of  real-estate  prices  generally,  causing 
loss  to  those  who  still  hold  property;  (h)  a  shattering  of  the  present  basis  upon  which 
the  cities  raise  their  revenues;"  (c)  the  final  expropriation  or  confiscation  of  the  equity 
of  the  original  owners  of  the  properties  sold  for  taxes. 

(3)  The  income  tax  (so-called)  as  now  imposed  is  almost  impracticable  and  very 
misleading.  Even  such  as  it  is,  it  cannot  be  imposed  on  professional  or  business  men 
who  pay  a  tax  on  floor  space. 

(4)  The  poll  tax  bears  no  adequate  proportion  to  the  total  amount  of  taxes  raised 
and  to  the  individual  portion  borne  by  the  average  ratepayer  assessed  on  real  estate. 

(5)  There  is  no  opportunity  under  The  City  Act  to  take  an  appeal  against  an 
assessment  into  a  court  of  law. 

(6)  The  children  of  parents  living  outside  the  city  and  making  no  contribution 
to  the  taxes  are  educated  in  the  city  schools  and  collegiate  at  the  cost  of  the  city 
taxpayers. 

The  Suggestions  of  the  Committee  of  the  Union  of 
Saskatchewan  Municipalities. 

The  second  committee  was  one  appointed  by  the  executive  of  the 
Union  of  Saskatchewan  Municipahties  officially  to  represent  that  body. 
Therefore  instead  of  })eing  interested  only  in  the  city  problems,  it  concerned 
itself  with  those  of  the  tow^ns  and  villages  as  well,  and  being  more  homo- 
geneous than  the  first  connnittee,  it  had  less  difficulty  in  agreeing  upon 
definite  rcH'omnu ndatioiis.  On  August  2  this  committee  met  at  the 
Parlianu  nt  ]^i:il(Iing  and  transmitted  the  following  suggestions:  ^ 

Simnnarii  of  Snggedions  of  the  Committee  of  the  Union  of 
Saskatchewan  Municipalities. 

!.  'i'he  i)r('sent  distribution  of  the  tax  burden  for  provincial  purposes  is  apparently 
in('(iuitabl('  as  between  the  urbnii  municipalities  and  the  rural  regions.  As  illustrations 
of  this,  tlu^re  may  Ix'  cited: 

{(i)  The  Pairiotic  Tax.-  -In  oi)eration  this  lax  not  only  bears  unevenly  upon  the 
various  nninicipalities  (those  whicth  tax  improNcnu  nts  at  a.  higher  rate,  for  example, 
Ix'ing  called  upon  for  a  larger  contribution)  but  it  also  a))plirs  iiKxiuitably  as  between 
the  urban  and  the  rural  minHcii)aliti(  s  (for  the  rural  municipalitie  s  tax  land  onh'  while 
the  urban  municipalities  usually  have  a  broader  tax  base). 

(//)  Licenscft. — The  provincial  government  imi)oses  license  fees  U})on  automo})iles, 
l)icture  shows,  auctioneers,  (>tc.,  returning  a  portion  of  automobih^  licenses  to  the  rural 
municipalities  and  non(>  to  the  cities.  It  is  a  question  as  to  wh(^ther  the  contribution 
in  that  way  to  the  expenses  of  the  government  which  comes  from  urban  centres  is  not 
•  lisproportionate  to  the  revenues  receivcnl  from  the  rural  communities. 

{(•)  Sui>})ort  of  ni(/li  Schools.  High  schools  and  collegiate  institutes  are  supported 
by  the  urban  municipalities  with  the  aid  of  government  grants.  In  many  ( ns(  s  a 
very  substantial  portion  of  the  enrolment  conies  from  \hv  rural  regions  which  make 
no  direct  finan<'ial  contribution  to  the  cost  of  the  schools.  'I'he  conunitte(>  recoiiiiiu  nds 
that  the  financial  support  of  schools  of  this  grade  b(>  itssumed  entirely  b}'  the 
vincial  jroveniment. 


'  The  suggestions  wcjc  made  orally,  this  summary  ))eing  compiled  from  the  notes 
of  t  he  stejiograjjher. 
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11.  The  methods  of  niising  rovoniu!  in  the  urban  rnunicipalitif  s  stand  iti  ur^frit 
need  of  alteration. 

(a)  The  present  system  of  depending;  on  land  values  as  the  pririeif)al  source  of 
revenuf^  vvas  until  retnmtly  not  felt  to  be  particularly  onerous,  but  the  committee  i.s 
convinced  that  under  the  conditions  which  now  exist  unimproved  propf>rty  is  unable 
to  take  (!are  of  the  taxes  which  are  imposed.  Some  other  provision  for  raising?  revenues 
should  be  made. 

(b)  The  tax  on  improvements  should  be  made  uniform  in  all  the  cities,  towns 
and  villages  throughout  the  province  and  the  committee  suggests  that  about  oO  per 
cent,  of  full  value  would  be  the  proper  basis  for  their  assessment. 

(c)  The  business  tax,  as  at  present  administered,  is  not  entirely  satisfactory  and 
an  effort  should  be  made  to  improve  it.  A  tendency  to  restrict  expansion  has  been 
noted  in  some  places.  A  schedule  should  be  fixed  by  the  government  which  would 
be  applicable  uniformly  throughout  the  province.  The  schedule  should  fix  the  square- 
foot  assessment  at  not  more  than  eight  dollars  in  the  highest  classifications. 

(d)  No  attempt  is  made  to  apply  the  present  income  tax  law  except  in  the  larger 
centres.  Where  applied  it  has  been  found  to  be  difficult  of  administration  and  insigni- 
ficant in  respect  to  yield. 

(e)  The  committee  recommends  the  extension  of  the  special  assessment  principle 
to  cover  the  expenses  of  specific  services,  such  as  scavenging  and  sewer  service. 

CO  It  is  suggested  that  the  public  utilities  be  made  to  bear  a  portion  of  the  burden 
of  taxation.  This  might  be  accomplished  by  levying  a  charge  in  the  form  of  a  franchise 
tax  even  upon  the  municipally-owned  utilities. 

(g)  In  the  case  of  discontent  with  assessments  no  appeal  from  the  decision  of  the 
local  government  board  to  a  court  of  law  is  desirable.  The  necessity  of  having  cer- 
tainty and  definiteness  in  the  assessment  roll  outweighs  all  other  considerations. 

(/?)  Authority  should  be  granted  the  municipalities  to  issue  long-term  debentures 
for  the  purpose  of  financing  uncollected  taxes. 

(i)  The  cost  of  obtaining  title  to  lands  acquired  through  purchases  of  tax  sale 
certificates  is  unduly  great. 

0)  Inasmuch  as  the  financial  problem  of  the  urban  municipalities  is  profoundly 
affected  by  the  problem  of  taxation  for  schools  (the  general  municipal  officials  having 
no  control  over  the  financing  of  the  schools),  it  is  suggested  that  some  plan  might  well 
be  evolved  which  would  place  the  business  management  of  the  schools  at  least  partly 
under  the  control  of  the  municipal  councils. 

The  Report  of  Commissioner  C.  J.  Yorath. 

While  this  investigation  was  under  way  (August,  1917),  C.  J.  Yorath. 
City  Commissioner  of  Saskatoon,  submitted  to  the  mayor  and  aldermen 
of  that  city  a  Special  Report  upon  Assessment  and  Taxation  (published  hy 
the  city,  23  pp.),  in  which  was  set  forth  a  description  of  conditions  in 
Saskatoon  and  the  recommendations  of  the  commissioner  for  changes 
in  the  system  of  taxation.  It  contained  a  spirited  indictment  of  the 
policy  of  exempting  buildings  from  taxation,  contending  that  this  system 
had  ''proven  to  be  the  most  difficult  method  of  raising  revenue"  and  that 
it  was  "largely  responsible  for  enormous  arrears  of  taxes.  The  recom- 
mendations were  as  follows:'- 

(1)  That  the  present  assessment  of  land  values  be  reduced  by  an  average  of  2.5 
per  cent,  and  the  city  assessor  be  instructed  accordingly. 

(2)  That  the  assessed  value  of  improvements  be  increased  from  25  to  40  per  cent, 
of  their  fair  actual  value. 

(3)  That  the  present  business  license  fees  and  business  tax  be  abolished  and  applica- 
tion be  made  to  the  Provincial  Legislature  to  amend  The  City  Act  so  as  to  enable  the 
city  to  broaden  the  basis  of  taxation  by  imposing  an  income  tax  based  on  the  system 
in  vogue  in  the  State  of  Wisconsin,  and  the  system  recommended  by  the  Winnipeg 
Commission. 

(4)  Tliat  application  be  made  to  the  Provincial  Legislature  for  an  amendment 
to  The  City  Act  which  will  enable  the  cit}'  to  impose  an  unearned  increment  tax. 
not  exceeding  25  per  cent,  of  the  enhanced  value,  or  difference  in  buying  and  selling 
price  of  all  real  estate  bought  or  sold  after  the  first  day  of  January,  19 IS.  The  fund 
to  be  raised  by  this  tax  to  be  used  as  a  reserve  for  financing  the  city's  cvu-rent  or  capital 
account  as  it  deems  best. 


1  Report,  p.  3. 
Ubid,  p.  17. 
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From  the  foregoing  documents  as  well  as  from  conversations  with 
various  individuals  it  was  made  clear  that  there  was  widespread  dissatis- 
faction in  the  province  with  the  existing  tax  system.  This  dissatisfaction 
was  expressed  both  by  the  taxpayers  who  felt  that  the  burden  was  inequit- 
ably distributed  and  intolerably  heavy  under  the  present  law,  and  by  the 
city  administrators  who  were  convinced  that  the  system  was  inadequate 
to  meet  the  financial  demands  of  the  situation.  It  was  also  evident  that 
there  were  fundamental  differences  of  opinion  concerning  the  nature  of 
the  changes  which  were  desirable.  There  were  those  who  felt  that  no 
change  should  be  made  in  the  direction  of  lessening  the  taxes  on  real 
estate,  while  the  realty  owners  insisted  that  their  present  burden  was 
overwhelming.  The  administrators  contended  that  no  further  appeal 
from  assessments  should  be  provided  aggrieved  property  owners,  while 
the  owners  insisted  that  they  be  protected  against  over-assessment  by 
an  appeal  to  a  court  of  law.  These  groups  again  joined  issue  on  the 
question  of  the  enforcement  of  tax  collections,  the  owners  asserting  that 
a  milder  policy  was  imperative,  while  the  administrators  declared  that  to 
modify  the  present  policy  would  be  suicidal.  These  are  but  a  few  examples 
of  the  direct  clash  of  opinion  which  existed  on  many  points. 

The  task  of  the  investigator  therefore  was  to  gather  information 
which  would  aid  in  deciding  both  whether  the  complaints  concerning  the 
present  system  were  well  grounded  and  also  what  form  the  proposed 
readjustment  should  take.  Part  I  of  this  report  deals  with  the  first 
question,  vi.z. :  with  the  shortcomings  of  the  present  system,  while  Part  II 
attempts  the  formulation  of  a  programme,  the  adoption  of  which,  it  is 
Ijelieved,  will  best  meet  the  situation. 


PAIIT  ONE 


THE  OPERATION  OF  THE  PRESENT  SYSTEM  OF  TAXATION. 
The  Development  of  the  Present  System. 

The  peculiar  characteristic  of  taxation  in  the  urban  municipahties 
of  Saskatchewan  is  the  dependence  placed  upon  special  land  taxes. 
It  has  always  been  the  practice  in  this  province  to  differentiate 
between  land  and  buildings  when  assessing  for  tax  purposes,  the  land 
being  entered  on  the  rolls  at  full  value  and  the  improvements  at  less  than 
full  value,  60  per  cent,  being  the  normal  figure  fixed  b}^  law  for  cities, 
towns  and  villages.  However,  provision  w^as  made  a  number  of  years 
ago  whereby  municipalities  could  reduce  the  assessment  of  improvements 
still  further.  Villages,  by  petition  of  two-thirds  of  the  resident  electors 
were  permitted  to  levy  their  taxes  on  land  values  alone,  exclusive  of 
improvements.^  In  1916,  of  the  304  villages,  81  had  taken  advantage 
of  this  provision  and  were  operating  on  the  "single-tax"  basis.  At  the 
Legislative  Session  of  1910-11,  towns  and  cities  were  granted  the  privilege 
of  reducing  the  assessment  of  improvements  beloAV  60  per  cent..  Ibeing 
restricted,  however,  to  a  reduction  of  not  more  than  15  per  cent,  in  any 
one  year.^  A  substantial  number  of  towns^  and  all  of  the  seven  cities 
in  the  province  have  taken  action  under  this  section.  In  1917  improve- 
ments were  assessed  in  the  various  cities  at  the  following  percentages 
of  full  value:  Percentage  |  Percentage 

assessed      i  assessed 


Moose  Jaw   45 

Regina   30 

North  Battleford   30 

Weyburn   30 


Saskatoon. 

Prince  Albert   15 

Swift  Current   15 


In  addition  to  taxes  on  real  estate,  villages  tax  personal  property 
and  incomes'^  and  towns  and  cities  tax  businesses,  incomes  and  special 
franchises.^  Businesses  are  taxed  on  the  floor  space  basis  but  yield  only 
a  small  revenue.  Special  franchises,  because  of  the  prevalence  of  municipal 
ownership,  are  almost  nonexistent.  Taxes  on  incomes,  largely  through  the 
presence  of  the  pecuUar  practice  of  permitting  deductions  from  income, 
because  of  property  subject  to  assessment,  play  only  an  insignificant  role 
in  financing  the  municipalities. 

The  degree  of  dependence  placed  upon  the  various  elements  in  the 
tax  base  in  the  seven  cities  is  set  forth  in  Graph  I  and  the  detailed  figures 
are  given  in  Table  I.  It  appears  that  taxes  were  levied*^  in  the  seven 
cities  of  Saskatchewan  in  1917  to  the  amount  of  .1f3, 890,273,  and  of  this 
amount  13,356,507,  or  86  per  cent.,  was  levied  on  land  alone."  Improve- 
ments accounted  for  $419,675,  or  11  per  cent,  additional,  so  that  i-ealty 
in  general  comprised  97  per  cent,  of  the  total  tax  base  in  the  cities  in 
1917.  Land  alone  bore  the  smallest  share  of  the  burden  in  Moose  Jaw 
(78  per  cent.)  and  the  largest  share  in  Swift  C^irrent  (96  per  cent.). 

1  The  Village  Act,  sec.  199.  ^ 

2  The  Town  Act,  sec.  371 ;  An  Act  respecting  Cities,  sec.  387.  • 

3  In  1914  thirteen  towns  out  of  fifty-five  from  which  reports  w(>rc  avnilablc  liad 
reduced  the  assessment  of  buildings  below  60  per  cent. 

4  The  Village  Act,  sec.  197. 

5  The  Town  Act,  sec.  369;  An  Act  respecting  Cities,  sec.  385. 

6  Including  special  assessments. 

^  Counting  special  assessments  as  taxes  on  land. 
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Detailed  statistics  for  the  towns  and  villages  have  not  been  tabulated^ 
but  it  will  be  recalled  that  the  bulk  of  the  burden  here  also  rests  on  land 
values  and  that  in  the  case  of  many  villages  all  municipal  taxes  are  levied 
on  land  values  alone. 

Assessments,  Levies  and  Rates. 
Assessments. — The  detailed  assessment  data  for  the  cities  of  the 
province  during  the  past  six  years  are  presented  in  Table  II.  The  varia- 
tions of  the  total  net  assessments  as  given  in  this  table  are  illustrated  by 
Graph  II.  It  will  be  noted  that  in  the  case  of  every  city  there  have  been 
substantial  contractions  in  the  size  of  the  tax  base  since  the  high  points 
were  reached  in  1913  and  1914.  Regina,  for  example,  has  reduced  the 
assessment  from  73  to  43  millions  and  Saskatoon  from  57  to  36  millions. 
Moose  Jaw  has  cut  the  assessment  squarely  in  tw^o,  reducing  it  from  52 
to  26  miUions. 

The  collapse  in  city  land  values  is,  of  course,  the  explanation  of  the 
diminished  tax  bases.  Assessors  have  had  to  recognise  the  fact  that 
values  have  fallen  sharply  and  that  they  have  scaled  down  the  assessments 
very  considerably  is  plainly  shown  by  Graph  III.  Reductions  of  approxi- 
mately one-half  in  the  assessed  value  of  land  are  apparent  in  each  of  the 
four  largest  cities  of  the  province. 

In  spite  of  the  radical  nature  of  these  reductions,  however,  there  is 
reason  to  question  whether  they  are  radical  enough.  Over-assessment 
is  complained  of  on  every  side.  A  comparison  of  the  level  of  land  valua- 
tions with  those  obtaining  in  similar  communities  elsewhere  indicates  that 
there  is  a  sound  basis  for  complaint  and  that,  even  at  their  present  level, 
land  values  are  undoubtedly  still  considerably  over-assessed.  The  dis- 
organised state  of  the  realty  market  makes  accurate  assessments  exceed- 
ingly difficult.  Indeed,  onty  a  very  rough  approximation  can  be  hoped 
for  under  these  conditions.  But  the  observation  of  the  investigator  has 
convinced  him  that  the  present  level  of  assessments  is  beyond  a  doubt 
far  above  the  true  market  value  of  the  land. 

Not  only  is  land  over-assessed,  but  buildings  appear  in  most  places 
to  be  under-assessed  to  a  still  greater  degree  than  that  contemplated  by 
the  councils.^  The  assessors  testify  that  in  valuing  improvements  they 
assign  very  conservative  figures.  This  policy  operates,  of  course,  to  make 
the  real  discrimination  against  land  greater  even  than  the  apparent  one. 

Levies. — Earnest  attempts  to  economise  have  borne  fruit  in  the 
direction  of  reduced  tax  levies  in  the  cities.  These  reductions,  while 
substantial,  havt^  not  approached  in  importance  the  reductions  in  the 
tax  bases.  In  1915,  th(^  year  of  the  highest  levies,  the  total  in  the  seven 
cities  amounted  to  .1F4,360,466.  In  1917  the  corresponding  figure  was 
^3,890,273,  a  reduction  of  11  per  cent.  The  annual  levies  for  each  city 
aiv  given  in  Table  III,  while  the  same  data  are  pictured  in  Graph  IV. 
In  most  of  the  cities,  it  will  be  seen,  the  levies  are  now  on  or  about  the 
same  level  as  in  1913.  Ilegina,  however,  levies  about  $200,000  more 
than  was  the  case  in  1913.  Saskatoon  appears  to  have  the  best  record 
lor  cutting  down  expenditure,  the  levy  in  1917  being  three  hundred 
thousand  less  than  that  of  four  years  l)efore. 

'On  the  face  of  figures  there  ;ii)i)eiirs  to  be  considerable  variation  in  the 
(lepnM»  of  accuracy  of  builchnji  assessments.  For  example,  although  Moose  Jaw  is 
probably  only  onc'-half  as  larg(>  as  liegina,  improvements  there  are  assessed  (net)  at 
$r),Gr)(),4r)()  (nominally  4')  per  cent .  of  full  vahie)  while  in  Rcgina  they  are  assessed  (net) 
55!428'060  (nominally  30  per  cent,  of  full  value  J. 
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Table  III. 


Total  Taxes  levied  by  the  Cities  of  Saskatchewan,  1912-1917  (a) 
{including  Frontage  Taxes)  (g) : 


— _  

1912 

1913 

1914 

1915 

1916 

1917 

Regina  

$981,717 

$1,045,855 

$1,562,563 

$1,330,981 

$1,210,273  (c) 

Saskatoon. 

1,223,045 

1,206,373 

972,395(rf) 

867,588  (e) 

919,499  (f/) 

Moose  Jaw . 

$495,190 

937,793 

823,982 

862,521 

867,805 

824,322(6) 

Prince 

Albert. . . . 

229,099 

346,294 

500,506 

399,789 

373,104 

359,744 

North 

Battleford 

89,926 

171,175 

202,079 

160,925 

171,513 

181,179 

Swift 

Current 

127,697 

■  201,300 

237,199 

227,404 

228,797 

227,520 

\\'eyburn.  .  . 

180,254 

193,270 

193,721 

174,869 

163,830 

167,736  (/) 

(a)  Amounts  less  than  one  dollar  taken  to   nearest  dollar.    Includes  special 

assessments  and  patriotic  tax. 

(b)  Estimate. 

{c)  Does  not  include  accounts  added  to  make  up  minimum  levies. 

(d)  Water  arrears  subtracted. 

(e)  Water  arrears  and  minimums  deducted. 

(/)  This  figure  is  obtained  by  applj^ing  the  1917  rate  to  the  1917  assessment  base, 

and  adding  in  the  1916  levy  of  special  assessments. 
ifj)  The  frontage  taxes  are  given  in  the  following  table: 


Special  Assessments  Levied,  Cities  of  Saskotcheivan,  1912-1917  (a) 


1912 

1913 

1914 

1915 

1916 

1917 

Regina  

{(■) 

$90,881 

$170,880 

$192,299 

$188,385 

$188,385 

Saskatoon  

(c) 

208,377 

213,157 

212,052 

130,450 

128;094 

Moose  Jaw  

$34,706 

52,750 

72,457 

73,727 

71,932 

71,048  (6) 

Prince  Albert  

10,511 

42,813 

62,509 

66,271 

65,674 

53,289 

North  Battleford .  . 

481 

6,006 

17,485 

17,466 

17,466 

17,466 

Swift  Current  

2,645 

3,407 

7,675 

8,986 

8,986 

8,999 

Wevburn  

5,581 

10,339 

11.153 

13.336 

11,970 

(^) 

(n)  Amounts  1(  ss  than  one  dollar  carried  to  nearest  dollar. 
(h)  Estimate. 

(r)  Information  not  available. 


Rate.s. — The  assessment  bases  having  diminished  much  more  rapidly 
than  the  levies,  rates  have  risen.  From  the  statistics  given  in  Table  IV 
it  appeal's  that  the  arithmetic  average  of  the  tax  rates  imposed  in  the 
seven  cities  in  1912  was  14.60  mills.  In  1917  this  rate  was  23.73  mills, 
(iraph  V  sets  forth  the  variations  in  the  rates  from  year  to  year  in  each  of 
the  cities  and  also  the  variations  in  the  arithmetic  average  of  the  rates. 
Without  exception  th(^  rates  are  seen  to  have  increased  substantially  and 
in  every  case  now  to  be  above  20  mills,  the  limit  imposed  by  the 
recently  repealed  restriction  in  The  City  Act. 


GRAPH  N9  31 

TAX  RATES  IN  THE  CITIES  OF  SASKATCHEWAN  1912-17. 

.  BROAD  SHADED  LINE  INDICATES  THE  ARITHMETICAL  AVERAGE 
OF  THE  RATES. 
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Table  IV. 


Tax  Rates  in  the  Cities  of  Saskatchewan,  1912-1917  (a) : 

{In  mills  per  dollar  of  assessei  vcduation) 


1912 


1913 


1914 


1915 


1916 


1917 


Regina  

Saskatoon  

Moose  JpvW  

Prince  Albert. . . . 
North  Battleford 
Swift  Current .  .  . 
Weybnrn  


15.88 
18.00 
10  SO 
13.00 
12.20 
13.00 
20.00 


14.00 
18.00 
17.00 
11 .00 
16.00 
16.50 
20.00 


13.00 
17.55 
17.50 
15.85 
18.00 
16.50 
20  00 


24.70 

15.76  + 

22.50 

15.00 

18.00 

22.00 

20.00 


23.30 
19.55 
25.00 
19.00 
20.50 
24.50 
21.00 


24.00 
21.80 


27.20(6) 


23.10 
24.00 
24.50 
21.50 


ia)  The  rates  are  those  applying  to  public  school  supporters. 
{h)  Estimate. 

Rates  in  towns  and  villages  appear  to  exhibit  a  similar  tendenc}^  to 
increase.  In  those  villages,  moreover,  which  by  petition  have  exempted 
improvements  entirely,  tax  rates  have  recently  advanced  to  truly  startling 
levels.  According  to  data  submitted  b}^  the  Department  of  Municipal 
Affairs,  the  arithmetic  average  of  the  rates  imposed  for  village  purposes 
in  seventy-four  single-tax"  villages  in  1916  was  35.25  mills  and  in  addition 
school  rates  were  imposed  averaging  28.38  mills,  totalhng  63.63  mills. 
Particularly  high  rates  obtained  in  Earl  Grey  (108  mills),  Howell  (120 
mills),  Marcelin  (100  mills)  and  Windthorst  (public  school  supporters 
115  mills,  and  separate  school  supporters  141  mills).  The  difficulties 
attendant  upon  the  imposition  of  such  rates  are  so  apparent  that  a  con- 
siderable number  of  the  towns  and  villages^  are  this  year  voluntarily 
abandoning  the  tax  on  land  values  only  and  are  broadening  their  bases  of 
assessment. 


Difficulties  of  Collection. — The  aspect  of  the  situation  which  is  caus- 
ing greatest  concern  is  the  difficulty  being  experienced  in  collecting 
taxes.  A  large  portion  of  the  taxes  are  not  being  paid  promptly  and 
a  very  considerable  part  must  apparently  be  accepted  as  uncollectible. 
This  is  alarming  ])oth  to  the  administrators,  who  are  in  a  quandary  as 
to  how  to  make  good  the  revenues  thus  lost,  and  to  those  property  owners 
who  ar(»  continuing  to  pay  their  taxes,  because  under  the  present  system 
they  anticipate  an  attempt  to  load  a  still  heavier  burden  upon  them 
as  an  effect  of  the  unpaid  taxes. 

Under  th(^  revenue  laws  taxes  levied  during  a  given  year  are  payable 
before  the  end  of  the  year,  going  into  arrears  on  December  31.  The 
levies  are  made  and  the  tax  bills  sent  out  on  different  dates  in  the  various 
nunii(  ipaliti(^s.  In  some  cases  collections  are  made  semi-annually  and  in 
some  by  the  ()n(»-i)ayment  plan.  Substantial  discounts  are  usually 
()ff('r(>(l  foi-  ])r()iiii)t  jiaynHMit.  In  all  cases,  penalties  are  imposed  after 
i )(>('('inl)er  31 . 

To  allow  one's  taxes  to  go  into  arrears  has  never  been  considered  one 
of  the  deadly  sins  in  a  ronununity's  code  of  honour  and,  even  in  prosperous 


Collections. 


Utoport  gives  the  nuiiiber  of  villages  as  12,  but  this  was  confessedly  incomplete. 
The  town  of  Vorkton  has  increased  its  assessment  of  improvements  to  60  per  cent. 
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times,  a  substantial  part  of  the  current  year's  levy  usually  remained  v.ncol- 
lected  at  the  end  of  the  year.  This  practice  was  doubtless  founcled  in 
part  upon  the  lenient  policy  followed  in  penalising  arrears.  In  som-^  cases 
it  was  said  to  be  more  profitable  to  allow  the  public  treasury  to  finance 
one  to  this  extent  than  to  secure  the  money  for  taxes  elsewhere.  In  any 
case  in  the  cities,  even  in  1912  and  1913,  from  one-fifth  to  one-third  of  the 
taxes  was  permitted  to  lapse  into  arrears.  The  amounts  of  the  current  levies 
uncollected  at  the  end  of  each  year  are  given  in  Table  V  and  these  figures  are 
compared  with  the  annual  levies  in  Graph  VI.  This  graph  makes  plain 
the  very  alarming  increase  in  the  amounts  annually  going  into  arrears. 
In  Regina,  which  makes  the  best  showing  of  all  the  cities  in  this  respect, 
the  arrears  comprise  twice  as  much  of  the  year's  levy  as  was  the  case  four 
years  ago,  only  two-thirds  of  the  taxes  being  collected  promptly.  In  Swift 
Current,  which  makes  the  worst  showing,  only  about  one-fourth  of  the 
taxes  levied  is  now  collected  within  the  legal  period. 

Table  V. 


Amount  of  Current  Year's  Levies  going  into  Arrears,  Cities  of  Saskat- 
chewan, 1912-1916  (a): 


1912 

1913 

1914 

1915 

1916 

Regina.  

Moose  Jaw.  

Prince  Albert  

North  Battleford  

Swift  Current  

$316,808 
168,980(6) 
50,001 
29,878 

$171,003 
477,787 
371,995 
111,371 
72,887 

$327,457 
643,969 
415,250 
256,201 
104,422 

$630,243 
514,553 
410,522 
223.868 
98,452 
145,002 

$496,875 
398,350 
371.873 
215,960 
100,758 
163,627 

Weyburn  (c)  

(a)  Amounts  less  than  one  dollar  taken  to  the  nearest  doHar. 

(b)  Approximate.    At  this  time  all  tax  accounts  were  combined. 

(c)  The  accounts  in  ^^  eyburn  are  not  kept  in  a  form  which  makes  possible  the 
production  of  this  iniformation. 


There  exists  a  correlation  which  is  exceedingly  interesting  and  probably 
very  significant  between  the  difficulties  of  collection  and  the  degree  of 
dependence  upon  land  values  in  the  tax  base.  The  facts  for  six  of  the  cities 
are  set  forth  in  Table  VI.  It  is  evident  that  the  cities  which  are  experienc- 
ing the  greatest  difficulties  of  collection  are  those  which  lean  most  heavily 
upon  the  taxation  of  land  values  for  their  financial  support.  The 
order  in  which  the  cities  stand  in  regard  to  success  in  collecting  their 
1916  taxes  on  time  is  almost  exactly  the  reverse  of  the  order  in  which 
the  cities  stand  in  regard  to  the  fullness  of  their  dependence  ui^ou  land 
values  as  a  part  of  the  tax  base.  This  would  seem  to  indicate  that  land 
values  form  the  least  dependable  portion  of  the  tax  base,  and  that,  had 
the  other  elements  been  larger,  less  difficulty  would  have  been  encountered 
in  collecting  taxes.  In  other  words,  it  is  not  possible  to  dismiss  the  whole 
matter  by  claiming  that  another  tax  system  would  have  done  no  better 
under  the  circumstances.^ 


^  Moose  Jaw  furnishes  an  interesting  confirmation  of  this  position  in  that  it^ 
relatively  good  record  for  collections  was  made  in  spite  of  relatively  high  tax 
levies. 
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GRAPH  N93ZX 

PERCENTAGE  OF  CURRENT  TAX  LEVIES  COLLECTED 
PROMPTLY  COMPARED  WITH  PERCENTAGE  GOING  INTO 
ARREARS .        CITIES  OF  SASKATCHEWAN . 

(shaded  portions  indicate  percentage  going  into  arrears.) 

1912.  1913.  1914.  1915.  1916. 
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(data  ARE  UNAVAILABLE  FOR  WEYBURN  AND  FOR  THE  EARLY 
YEARS  OF  SWIFT  CURRENT.) 
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Table  VI. 


( 'oiieliitioii  hetw(H^ii  Success  in  collecting  Taxes  Promptly  and 
Dependence  upon  Land  Values  (a): 


Order  of  succe.ss 

in  collectinfr 
Taxes  promptly 

Order  of  dea;rf  e 
of  dependence 

upon  Land 
\'alue.s.  exclud- 
ing Special 
Assesments 

Order  of  dej^rff 
OI  dependenct 

upon  Land 
\  alue.s,  includ- 
ing Special 
Aas?s8ments 

Regina  

1 

6 

0 

2 

o 

6 

3 

4 

4 

4 

2 

2 
3 

North  Battleford  

5 

3 

Swift  Current  

0 

1 

1 

(a)  Based  on  1916  data. 


When  taxes  have  been  in  arrears  six  months  the  realty  against  which 
the  taxes  are  charged,  is  advertised  to  be  sold,  the  sale  taking  place  in 
the  fall  of  the  year.  Unless  redeemed  within  tAvo  years  from  the  date  of 
sale,  application  for  title  to  the  realty  can  be  made  by  the  purchasers  of 
the  tax  sale  certificates.  The  first  group  of  tax  sales  under  this  law  was 
held  in  1915,  and  the  second  in  1916.  Table  VII  presents  the  amounts  of 
taxes  carried  to  sale  in  the  cities  of  the  province  upon  these  occasions  and 
the  portion  of  the  offerings  which  were  bought  in  by  the  cities  themselves 
because  of  the  absence  of  other  purchasers.  It  also  shows  the  tax  sale 
certificates  still  held  by  the  cities  on  August  1,  1917,  and  the  total  accum- 
ulated arrears  of  the  cities  on  January  1,  1917.  In  the  case  of  no  city 
did  private  purchasers  appear  at  the  sale  in  sufficient  force  to  absorb 
even  as  much  as  one-half  of  the  offering  and  the  large  quantities  of  tax 
sale  certificates  which,  as  a  result,  fell  into  the  hands  of  the  cities,  are  for 
the  most  part  still  held  by  them. 

Table  VII. 


Accumulated  Arrears,  Taxes  carried  to  Sale,  Amounts  Purchased 
by  Cities  and  Amounts  Now  Held  by  Cities: 


Total  taxes 
carried  to  Sale, 
1915  and  1916 

Tax  Sale  Certifi- 
cates purchased 
by  City  at  19 lo 
and  191(5  sales 

Total  amount 
Tax  Sale  Certifi- 
cates held  by 
City.  Aug.  1, 
1917. 

Total  accumu- 
lated arrears 

.January  1,  1917, 
including  Tax 

Sale  Certificates 

Regina  

Saskatoon  

Moose  Jaw  

Prince  Albert  

Nortli  Battleford  

Swift  Current  

Weyburn  

$469,740 
1.257,572 
^  308,565 
299,908 
146,587 
173,566 
Nil 

$241,913 
725,305 
264,900 
272,638 
103,314 
155,401 
Nil 

$176,753 
492,489 
232,376 
347.442  ((■) 
80.750 
152.438 
Ni, 

$702,315  {a) 
892,892  (h) 
762,542 
581.281 
195.970 
320,104 
270,141 

(a)  The  treasurer's  figure,  which  does  not  take  into  account  the  hist  dav's  collec- 
tions, is  $817,574. 

(b)  It  is  not  entirely  clear  whether  this  item,  taken  from  the  combined  balance 
sheet  as  of  December  31,  1916,  includes  all  items,  particularly  all  of 
the  tax  sale  certificates. 

(c)  This  figure  evidently  includes  the  item  of  taxes  paid  by  the  city  on  the  1915 
certificates,  which  amounted  to  $112,364.60. 
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In  Graph  YII  the  total  accumulations  of  arrears  as  the}^  stood  on 
the  cities'  books  at  the  beginning  of  1917  are  contrasted  with  the  tax 
levies  for  1917.  In  the  case  of  the  four  smallest  cities  the  accumulated 
arrears  now  exceed  in  amount  the  current  tax  levies  in  the  cities.  Regina 
appears  to  be  in  the  strongest  position  by  this  test,  but  even  there  the 
arrears,  amounting  to  more  than  seven  hundred  thousand  dollars,  have 
reached  a  figure  which  is  more  than  one-half  as  large 'as  the  current  year's 
levy. 

The  same  correlation  as  was  noticed  between  the  dependence  on  land 
values  in  the  tax  base  and  the  difficulties  of  prompt  collection  becomes 
apparent  here  again  in  connection  with  these  data  of  accumulated  arrears. 
In  general,  the  cities  which  have  gone  furthest  in  the  direction  of  the  single 
tax  are  seen  to  have  the  largest  accumulations  of  unpaid  taxes,  just  as 
they  had  the  highest  percentage  of  current  levies  going  into'  arrears.^ 

The  purchasers  of  tax  sale  certificates  at  the  1915  sale  may  apply 
for  title  to  the  property  in  the  fall  of  1917  in  all  cases  where  the  certificates 
have  not  been  redeemed.  How  much  property  will  be  redeemed  at  the 
last  moment  is  a  question  upon  which  opinions  differ  widely.  Doubtless 
the  certificates  in  the  hands  of  private  individuals  will  be  more  fully 
redeemed  than  those  in  the  hands  of  the  municipalities,  for  they  are  the 
certificates  which,  on  the  whole,  are  secured  by  the  more  attractive  realty. 
Grave  questions  of  policy  arise  here  in  regard  to  what  the  municipalities 
shall  do  with  the  land  when  they  acquire  it  by  tax  sale  procedure.  What 
is  wanted  is  the  money  represented  by  the  certificates  and  the  need  for 
the  money  is  in  some  cases  very  great.  But  great  care  must  be  exercised 
lest  a  hasty  attempt  to  reafise  on  this  asset  act  as  a  boomerang  and  result 
in  a  smaller  return  to  the  pubHc  treasury.  For  it  is  entirely  within  the 
range  of  possibility  that  the  offering  of  large  quantities  of  land  by  the 
nu  nicipalities  at  prices  which  cover  the  public  charges  against  it  will  so 
demoralise  the  realty  market  as  practically  to  eliminate  land  as  a  source 
of  public  revenue.  Certainly  the  municipalities  would  have  difficulty  in 
maintaining  present  assessments  if  they  themselves  were  at  the  same  time 
offei-ing  on  the  market  large  quantities  of  land  at  an  insignificant  fraction 
of  the  assessed  values.  ^ 

The  difficulties  of  collection  therefore  are  already  serious  and  promise 
only  to  become  much  more  serious  unless  changes  are  made  in  the  tax 
syst(  m  and  unless  skill  is  used  in  formulating  a  land  poHcy  in  relation  to 
the  pi-opei-ty  acquired  ])y  the  tax  sale  procedure. 

Y/.S07/.S-  for  Collection  Difficulties. — The  reasons  for  the  increased 
difficulties  in  collecting  taxes  are  apparent  when  the  real  estate  conditions 
in  llic  rc^gion  are  understood.  Where  land  values  are  highly  speculative, 
1ax(  s  1('\  icd  ij])()n  them  are  highly  uncertain  and  anything  Avhich  disturbs 
th(^  s])(>('ulative  outlook,  also  disturbs  the  basis  for  taxation.  The  selling 
value  oi  a  i)ar('el  of  land  always  represents  a  capitalisation  of  estimated 
future  nMurns  from  the  land'.  In  settled  static  conuuunities  the  value 
would  ))('  a  ca]ntalisati()n  of  a  I'egular,  even  series  of  incomes.  In  new  and 
dynamic  communities,  the  value  is  not  a  capitahsation  of  thei  ncome  noAV 
being  realised  so  niucii  as  a  capitahsation  of  nnich  larger  incomes  expected 
and  li()i)e(l  for  in  t  he  more  or  less  vague  future.    Indeed,  perhaps,  the  typical 


'  Cf.  supra,  pp.  25,  27. 
-  ( f.  infm,  p.  4:3. 
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ease  in  western  Canada  is  tliat  of  a  parcel  which  at  present  is  yieldmg  no 
income  at  all  but  which  depends  entirely  upon  its  far  distant  prospects 
for  its  present  value.  This  vagueness  and  uncertainty  is  the  very  founda- 
tion for  speculation.  Values  are  speculative  because  of  the  presence  of 
this  unknown  factor,  concerning  the  importance  of  which  there  may  be 
differences  of  opinion.  It  is  evident  that  when  anything  occurs  to  affect 
unfavourably  the  future  prospects  of  the  region  the  land  values  will  be 
unfavourably  affected  and  when  speculative  land  values  are  almost  th(^ 
only  elements  in  the  tax  base,  the  revenue  system  will  tend  to  break  down 
and  crumble  to  pieces. 

Even  before  the  war  broke  out,  many  had  decided  that  urban  land 
values  had  reached  unjustified  levels.  The  country  had  been  developing 
rapidly.  Settlers  had  been  taking  up  farm  lands  in  large  quantities  and 
cities  were  obviously  needed  to  serve  them.  But  how  large  they  were 
to  be  and  where  the^^  were  to  be  located  were  unsettled  questions  and 
upon  their  answers  large  fortunes  depended.  Saskatoon  in  ten  years 
had  changed  from  a  hamlet  with  scarcely  one  hundred  inhabitants  to  a 
city  of  more  than  twenty-five  thousand.  Every  village  apparently  held 
similar  possibilities  and  every  city,  by  the  application  of  the  same  scale, 
could  rationally  expect  to  become  a  metropolis  within  a  decade.  Th(i 
upward  rush  of  realty  values,  based  almost  entirely  upon  the  more  or  less 
unreasonable  hopes  for  future  growth,  occurred  in  Saskatchewan  as  it 
has  always  occurred  under  similar  circumstances,  and  the  point  was  reached 
where  total  land  values,  imputed  on  the  basis  of  actual  sales  made,  probably 
(exceeded  in  proportion  to  population  the  level  obtaining  in  any  othei' 
region  in  the  world.  The  inevitable  reaction  was  intensified  when  the 
war  entered  as  another  factor  to  disturb  the  future  prospects  of  the  region. 
Suddenly  instead  of  an  active  market  for  real  estate,  there  was  almost 
no  market  at,  all,  for  there  Avere  no  longer  persons  who  had  money  or  were 
able  to  borrow  it  with  which  to  back  a  conviction  that  prices  of  land  would 
go  higher. 

As  has  been  seen  the  municipalities  concentrated  their  taxes  upon 
the  land  and  in  assessing  the  land  for  taxation  they  followed  very  closely 
the  values  indicated  by  current  sales.  Real  estate  men  found  the  high 
assessments  valuable  corroboration  of  their  assertions  concerning  the 
great  worth  of  their  lands.  The  low  tax  rates  and  the  high  borrowing 
powers  thus  made  possible,  commended  high  assessments  to  the  city 
officials.  Under  the  dynamic  conditions  present,  little  interest  was  taken 
l)y  owners  of  land  in  the  apportionment  of  the  taxes  between  improvements 
;m(l  land.  Taxes  were  scarcely  taken  into  account  at  all,  and  when 
(•()nsi(l(>red,  the  exemption  of  improvements  was  accepted  largely  in  the 
belief  that  the  stimulus  to  building  and  the  advertising  value  of  the  plan 
counterbalanced  any  possible  ill  effects.  Values  were  high,  tax  rates  were 
low,  property  was  moving  freely  and  so  long  as  these  conditions  persisted, 
the  land  tax  exhil:ited  no  fiscal  weakness. 

The  advent  of  the  depression,  however,  radically  altered  all  this. 
To  take  a  typical  case,  consider  the  changed  position  of  a  man  of  limited 
icsources  who  had  ]iui-chased  a  vacant  lot  as  a  speculation.  Taxes,  if  he  took 
tlieni  into  account  at  all,  he  thought  of  as  a  bothersome  but  insignificant 
tyi)e  of  fee  Avhich  he  had  to  pay  to  the  public  treasury  for  the  privilege  of 
s])e('ulating.  l^eceiving  no  returns  from  the  land  it  was  necessary  for 
liim,  of  course,  to  draw  upon  his  income  from  other  sources  to  pay  his 
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taxes,  I  ut  th(^  prize  for  which  he  was  playin<;  was  iK)riiially  so  lai-j^^e  in 
e'omparison  with  this  fe()  as  to  render  it  of  slij^ht  importance.  Never- 
theless this  speculator  is  placed  in  a  pe(;uharly  weak  position  by  the 
depression,  for  at  the  same  time  when  the  prize  for  which  he  is  playinj^ 
diminishes  in  value,  the  fee  or  tax  for  the  privilege  of  continuing  his 
speculation  increases  in  amount.  Moreover,  it  is  often  more  difficult 
for  him  to  secure  the  money  with  which  to  pay  his  fee.  These  factors 
combine  in  many  cases  to  make  the  proposition  so  unattractive  that  the 
speculator  abandons  it  as  a  "bad  bet."  This  is  exactly  what  has  happened 
in  so  many  cases  in  the  municipalities  of  Saskatchewan.  If  a  speculator 
chooses  no  longer  to  carry  his  land,  there  is  no  way  of  compelling  him 
to  do  so.  There  are  doubtless  some  cases  of  owners  paying  their  taxes 
on  land  even  after  it  is  no  longer  economically  wise  for  them  to  do  so, 
but  in  such  cases  the  owners  are  either  ignorant  of  the  true  conditions 
or  influenced  in  their  action  by  other  motives,  such,  for  example,  as  a 
desire  not  to  be  known  in  the  community  as  one  who  does  not  meet  his 
every  obhgation.  It  is  apparent  that  there  is  a  very  definite  limit  to  the 
ta,^  which  can  be  imposed  on  vacant  land.  The  same  condition  holds  true 
but  in  a  different  degree  in  the  case  of  improved  land.  This  fundamentally 
is  the  explanation  of  the  collection  difficulties  experienced  by  the  urban 
municipahties  of  Saskatchewan.  The  tax  has  been  pushed  beyond  the 
limits  of  its  fiscal  capacity  and  if  it  is  desired  to  preserve  land  values  as 
a  part  of  the  tax  base  there  is  no  option  but  to  reduce  the  fee  to  a  sum 
commensurate  with  the  prize  which  the  speculator  can  hope  to  gain. 


The  Financial  Adequacy  of  the  Present  System. 

In  spite  of  the  prominent  place  always  accorded  to  social  consequences 
the  Saskatchewan  -  urban  municipalities  impose  taxes  with  the  main 
object  of  raising  money  for  public  purposes,  and  a  tax  system  which  fails 
to  yield  the  necessary  funds,  therefore,  fails  fundamentally.  The  fiscal 
aspects  of  the  present  situation  consequently  deserv^e  consideration  first 
of  all,  even  before  the  questions  of  equit3^ 

The  difficulties  encountered  in  the  collection  of  taxes  have  been 
described  and  the  fundamental  reasons  for  those  difficulties  have  been 
pointed  out.  The  fact  that  delay  is  experienced  in  collecting  levies  has 
its  financial  inconveniences  and  that  a  large  portion  of  the  taxes  cannot 
be  collected  at  all  raises  a  financial  problem  of  serious  proportions.  The 
question  here  to  be  discussed  is  whether  the  present  tax  system  is  adequate 
to  meet  the  situation  or  whether  the  problem  is  so  great  as  to  necessitate 
other  financial  measures  than  those  now  available. 

Owners  of  real  estate  are  hard  pressed  by  the  present  tax  systiin. 
The  wholesale  surrender  of  property  for  taxes  can  be  explained  in  no 
other  way.  If  the  preceding  explanation  of  the  cause  for  failure  to  pay 
taxes  is  correct,  it  follows  that  no  hope  for  an  improvement  in  this  direction 
of  the  present  tax  system  can  be  expected  until  land  values  rise.  This  is 
dependent  upon  the  development  of  a  better  general  economic  outlook 
for  the  region.  With  the  end  of  the  war,  or  soon  thereafter,  this  improve- 
ment can  be  confidently  anticipated.  In  the  meantime  there  is  every 
reason  to  believe  that  the  financial  problem  of  the  municipalities  will 
become  progressively  more  serious,  and  that  the  present  tax  system  will 
become  progressively  moie  inadequate. 
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Relief  cannot  l:e  secured  in  sufficient  amount  by  a  further  reduction 
in  tax  levies.  Controllable  expenditure  has  in  most  cases  been  reduced 
to  a  minimum.  The  state  of  the  loan  market  makes  extensive  borrowing 
an  impossible  solution  of  the  present  difficulty.  Assessments  of  land 
values,  which  make  up  almost  the  entire  tax  base,  are  too  high  already. 
There  is  no  legal  obstacle  to  higher  tax  rates,  but  there  is  an  insurmountable 
economic  obstacle,  in  that  such  a  course  would  in  all  probability  result 
in  the  surrender  of  more  land  for  taxes  rather  than  in  an  increase  of  revenue. 
No  relief,  but  instead  sudden  and  complete  disaster,  would  probably 
follow  any  attempt  to  realise  immediately  upon  the  lands  which  are  being 
surrendered  to  the  municipalities  for  taxes.  To  offer  them  in  large 
quantities  for  the  amount  of  the  charges  against  them  means  that  the 
city  itself  establishes  a  price  for  realty  at  a  small  fraction  of  the  values 
which  it  seeks  to  maintain  on  its  assessment  rolls  as  true  market  values. 
How  an  enormous  shrinkage  in  the  assessment  base  and  a  further  demor- 
alisation of  realty  values  could  be  prevented  in  such  a  situation  is  difficult 
to  see. 

The  financial  problem,  of  course,  varies  considerably  from  city  to 
city  in  seriousness  and  urgency.  The  accumulated  arrears,  for  example, 
are  much  more  of  a  menace  in  some  cities  than  others.  A  mere  comparison 
of  the  statistics  of  arrears,  however,  does  not  tell  the  whole  story,  for  much 
depends  upon  the  method  of  financing  arrears  in  vogue  in  the  various 
cities.  Weyburn,  it  is  true,  has  accumulated  arrears  to  an  amount  which 
exceeds  considerably  the  current  year's  levy.  But  in  Weyburn  the  pressure 
of  tax  sale  has  not  yet  been  applied,  so  that  a  larger  proportion  of  the 
arrears  may  be  collectible  than  in  the  other  cities.  Moreover  the  city 
would  not  be  embarrassed  seriously  at  once  by  a  failure  to  collect  its  arrears 
for  it  has  not  spent  them  in  advance.  In  other  words,  arrears  collected 
are  available  for  future  needs.  Contrast  with  this  the  situation  in  Regina, 
the  city  which  makes  the  best  showing  for  financial  strength  on  the  basis 
of  its  success  in  collecting  its  taxes.  Practically  all  of  its  arrears,  which 
are  su])stantial,  have  been  already  spent,  that  is,  loans  have  been  secured 
from  the  bank  in  anticipation  of  collections  and  the  money  paid  out  from 
the  treasury.  The  bank,  therefore,  is  in  a  position  to  dictate  to  some 
extent  the  policy  of  the  city  in  regard  to  its  uncollected  taxes  and  to  any 
l)ropcrty  the  city  may  acquire  by  the  tax  sale  process.  If  the  arrears 
cannot  l)e  collected,  future  provision  must  be  made  to  meet  the  financial 
l)roblem  thus  developed.  The  other  cities  lie  between  these  two  extremes. 
Moose  Jaw  makes  a  modest  levy  ($50,000)  at  the  behest  of  the  bank  to 
finance  tax  arrears.  The  Saskatoon  arrears  appear  for  the  most  part  in 
the  ionn  of  deferred  payments  to  sinking  and  depreciation  funds,  although 
a  substantial  sum,  secured  by  arrears,  is  dufe  the  bank.  The  arrears  are 
.*>  staggering  problem  in  Prince  Albert,  where  the  loan  from  the  bank 
ai)])i-()xiinates  $450,000,  and  ahnost  a  trifling  one  in  North  Battleford, 
wliere  tlic;  bank  (le})t  is  only  about  $40,000.  Swift  Current,  with  a  note 
at  the  bank  of  about  $150,000,  secured  by  arrears,  has  a  situation  more 
urgent  than  several  of  the  other  cities,  but  not  at  all  unmanageable, 
pi()\  i(le(l  collections  are  moi-e  complete  in  the  future. 

<  )n  the  basis  of  these  facts,  as  well  as  others  too  numerous  to  set  forth 
111  detail  here,  the  conclusions  are  reached,  first,  that  even  those  munici- 
l)alities  which  arc  most  favourably  situated  must  somehow  secure  more 
money  than  they  are  at  present  collecting;  and.  second,  that  the  present 
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tax  system  has  been  pushed  to  the  very  Umit  of  its  financial  possibihties, 
In  other  words,  there  exists  a  fiscal  exigency  which  calls  for  action  in 
the  direction  of  changes  in  the  tax  system.  The  urgency  of  the  matter 
is  increased  by  the  fact  that  conditions  cannot  be  expected  even  to  remain 
as  they  are  but  in  the  absence  of  action  w^ill  inevitably  })ecome  progressively 
worse,  with  only  one  possible  result.  The  direction  which  the  changes 
to  secure  more  revenue  should  take  is  reserved  for  discussion  in  Part  II. 
Of  the  necessity  for  changes  there  can  be  no  doubt. 

The  Equity  of  the  Present  System. 

There  exists  in  the  province  a  widespread  belief  that  the  incidence 
of  the  present  system  is  inequitable  and  that  the  burden  imposed  upon 
the  owners  of  realty  is  unjust  and  unreasonable.  On  the  other  hand 
there  are  many  citizens  who  express  the  conviction  that  no  injustice  at 
all  is  being  done  the  landowners  and  that  to  permit  the  burden  to  be  shifted 
to  others  would  be  merely  voting  an  unfair  bonus  to  the  realty  interests. 
Indeed  it  is  a  question  as  to  which  is  the  louder,  the  complaint  of  the 
burdened  landowners  or  the  protest  of  those  who  insist  that  the  speculator 
is  now  only  getting  his  deserts  and  that  no  one  else  should  be  asked  to 
pay  his  taxes  for  him. 

Expressing  an  opinion  concerning  the  equity  of  a  system  Df  taxation 
involves  reference  to  standards  based  upon  one's  social  philosophy  and 
ideals.  A  system  is  just  or  unjust  as  it  involves  consequences  favourable 
or  unfavourable  to  the  ends  deemed  desirable  in  the  community  affected, 
An  investigator  can  point  out  consequences  which  follow  the  adoption 
of  certain  policies  but  it  borders  upon  the  presumptuous  for  him  to  assume 
a  dogmatic  attitude  towards  general  questions  of  equity.  To  do  so 
would  amount,  first,  to  a  guess  as  to  what  the  community's  philosophy 
and  ideals  are;  and,  second,  to  a  criticism  of  them  from  the  point  of  view 
of  the  investigator's  own  philosophy  and  ideals.  It  is,  indeed-  peculiarly 
the  function  of  the  community  itself  to  determine  the  question  of  the 
fundamental  fairness  of  the  tax  system.  However,  some  of  the  contentions 
urged  in  the  course  of  the  investigation  deserve  discussion. 

It  will  be  recalled  that  the  Provincial  Committee  on  Taxation  agreed 
that  the  present  system  is  ''unfair."^  In  support  of  this  position 
data  were  submitted  which  indicated,  first,  that  the  great  bulk  of 
the  taxes  under  the  present  system  rests  on  one  class  of  citizens,  viz. : 
the  owners  of  realty;  and,  second,  that  there  is  an  unusual  condition 
because  in  certain  municipalities  elsewhere  a  much  smaller  share  of  the 
revenues  is  raised  by  taxes  on  real  estate. 

It  should  be  pointed  out  that  the  estabhshment  of  one  or  )  oth  of 
the  above  points  would  not  prove  the  inequity  of  the  present  system. 
The  first  contention  rests  for  its  validity  upon  the  assumption  that  the 
burden  of  taxation  should  ])e  distributed  among  all  classes  of  citizens, 
presumably  in  accordance  with  some  criterion  such  as  "al  ihty  to  pay" 
or  ''benefits  received."  Certainly  the  present  arrangement  do?s  not 
meet  exactly  either  of  these  standards  if  they  are  interpreted  as  implying 
a  uniform  contribution  from  all  classes  of  property  in  proportion  to  the 
capital  value  of  the  i^ropcn-t}  .  Hut  after  all  what  the  contention  really 
does  is  to  raise  the  Question  iis  to  whether  the  demands  cf  eouity  are  not 


^  CJ.  supra,  p.  9. 
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moi-e  fairly  met  under  the  Saskatchewan  s^^stem  where  land  values  bear  an 
especially  large  share  of  the  tax  burden.  Moreover,  the  second  point,  that 
land  bears  a  larger  share  than  elsewhere,  merely  emphasises  this  same  query. 

One  who  attempts  to  base  an  argument  for  a  change  in  the  present 
sj^stem  upon  the  broad  ground  that  it  is  inequitable  that  land  in  Saskat- 
chewan should  bear  a  special  burden  undertakes  an  exceedingly  difficult 
task.  In  the  first  place  the  general  principle  impHed  is  not  an  estabhshed 
one.  It  is  by  no  means  true  that  it  is  a  maxim  universally  accepted  that 
the  demands  of  equity  are  met  when  land  is  placed  on  the  same  plane 
as  other  property.  On  the  contrary  in  many  countries,  land  is  now- 
recognised  as  a  particularly  attractive  subject  for  taxation,  not  merely 
because  of  the  administrative  simplicity  of  the  tax  but  also  because  the 
imposition  of  a  special  burden  coincides  with  the  community's  conception 
of  justice.  Moreover  the  question  of  equity  is  not  one  which  can  be 
considered  apart  from  the  local  situation.  In  Saskatchewan  the  discrim- 
ination against  land  is  of  long  standing,  dating  back  to  territorial  days,^ 
and  the  owners  of  land  for  the  most  part  purchased  their  present  holdings 
in  the  knowledge  that  this  discrimination  was  the  accepted  policy  in  the 
province.  Indeed  it  appears  even  to  be  true  that  the  exemption  of  improve- 
ments was  increased  very  largely  at  the  behest  of  these  same  landowners 
at  a  time  when  they  felt  that  the  system  served  their  particular  interests. 
These  conditions,  pecuhar  to  the  Saskatchewan  situation,  must  be  taken 
into  account  when  changes  are  urged  upon  the  grounds  of  equity. 

But  (^v(  ]i  though  it  is  difficult  to  maintain  that  no  discrimination  at 
all  may  fairly  ]}e  made  against  land,  it  is  nevertheless  possible  to  present 
an  appealing  case  for  the  landowner  on  the  ground  that  the  degree  of 
discrimination  which  is  now  present  is  greater  than  is  sanctioned  by  the 
comnmnity.  For  the  landowners  can  admit  that  they  purchased  their 
land  in  the  expectation  that  it  would  be  more  heavily  taxed  than  other 
property  and  still  logically  insist  that  the  burden  which  is  now  thrust 
ui^on  them  is  more  than  they  bargained  for  and  more  than  they  can  be 
expected  to  carry.  Land  bought  five  years  ago  was  usually  assessed  at 
a  price  well  within  what  could  be  obtained  for  it  in  the  market  while 
assessments  are  now  often  far  above  market  prices.  Tax  rates,  neverthe- 
less are  now  nearly  double  what  they  were.-  The  restriction  in  The 
(  'ity  Act  which  limited  rates  in  cities  to  20  mills  has  been  eliminated  and 
the  rates  oitvn  exceed  that  figure.^  Land  values  have  suffered  much- 
more  heavily  because  of  the  depression  than  have  other  kinds  of  property 
but  the  burden  has  not  decreased  in  proportion.  These  are  unusual 
times,  it  is  true,  anel  every  one  must  expect  unusual  burdens.  But  the 
landowner  can  well  demand  a  definite  answer  to  the  qiu  si  ion  as  to  whether 
it  is  desira])le  that  these  additional  Inirdens  shall  continue^  to  l)e  distributed 
in  a  mannei-  which  discriminates  between  thc^  investor  in  land  and  the 
iin'(  slor  in  othc  r  type  s  of  ])r()])(M-ty. 

Inlci-esting  data  weic  suhmitt(Hl  to  the  investigator  showing  that 
llie  net  i)rofit  on  real  estate  investments  is  very  small  under  present 

'  It  may  he  (-(^nt  (  ndrd,  of  c'ours(>,  tluit  tlio  j)oli('.y  wii.s  luloptcMl  by  i  hv  commimity 
not  bccjiusc  it  coinridcd  with  any  well  considcrod  theory  of  ecjuity,  but  on  grounds 
of  njcre  cxiM^diency.  How  much  weight  should  be  ^i\en  to  this  point  is  difficult  to 
(h'termine. 

"  Cf.  supra,  p]).  22-24.    Tlie  average  rate  in  Die  cities  lias  increased  from  14.6  mills 
in  1012  to  2:i. 7  in  1917. 
Cf.  sitpni,  p.  22. 


conditions.  This  material,  first  of  all,  is  of  value  in  that  it  reveals  the 
financial  jjossihilitics  and  limitations  of  the  tax  system.  (Claims  were 
also  made  that  such  material  proved  the  inequity  of  the  present  system. 
Detailed  knowledge  of  how  the  tax  system  affects  the  interests  of  the 
taxpayer  is,  of  course,  of  extreme  importance  when  forming  an  opinion 
as  to  the  equity  of  the  system.  It  should  be  pointed  out,  however,  that 
a  low  rate  of  profit  on  realty  does  not  of  itself  prove  unfairness.  Indeed, 
it  may  be  contended  that  low  rates  of  return  on  realty  invc^stments  are 
to  expected.  In  the  first  place  the  investor  in  realty  counts  upon 
securing  part  of  his  return  only  when  he  sells  the  land  an^l  he  therefore 
should  not  expect  each  year  the  current  rate  of  interest  on  his  total  invest- 
ment, including  land  entered  at  a  speculative  price.  Again,  in  Saskat- 
chewan, realty  conditions  are  highly  uneven.  In  good  times  unusually 
high  returns  are  secured  and  in  bad  times  correspondingly  low  returns 
must  be  accepted  as  a  matter  of  course.  It  has  been  urged  further  that 
tht^  low  returns  now  being  realised  by  some  classes  of  realty  investors  are 
due  to  a  change  of  the  type  of  property  in  demand  in  the  conmmnity. 
For  example,  in  Moose  Jaw,  there  is  said  to  be  a  lively  demand  for  small, 
modern  houses,  while  the  large  houses  formerly  much  desired  are  now  a 
drug  on  the  market.^  On  the  other  hand,  as  the  facts  of  over-assessment 
and  high  rates  show,  the  tax  system  has  undoubtedly  contiibuted  to  the 
present  depressed  level  of  profits. 

After  all,  discussions  of  equity  are  more  or  less  superfluous  in  the 
present  situation  for,  as  has  been  seen,^  there  exists  a  fiscal  exigency  which 
necessitates  changes  in  the  tax  system  of  the  nature  desired  b}'  those 
who  urge  modifications  on  the  ground  of  equity.  It  is  a  fiscal  necessity 
that  the  burden  on  land  be  Kghtened  sufficiently  to  preserve  it  as  a  source 
of  municipal  revenue  and  this  involves  a  reduction  to  the  point  where 
the  taxes  will  be  approximately  what  the  landowners  expected  and  counted 
upon  when  they  purchased  their  holdings,  plus  a  reasonable  share  of  the 
unusual  burden  now  present. 

•    Miscellaneous  Ceiticisms  of  the  Present  Tax  System. 

In  addition  to  the  charges  of  inequity  and  financial  inadequacy, 
specific  criticisms  have  been  urged  against  various  parts  of  the  tax  law 
and  complaint  has  been  made  concerning  the  distribution  of  the  financial 
burden  betw^een  urban  and  rural  municipalities.  The  criticisms  of  the 
tax  law  will  first  be  briefly  examined  with  a  view  to  determining  whether 
they  rest  upon  a  firm  foundation. 

Appeals  from  Assessments. — Land  is  over-assessed  in  many  of  the 
municipalities  and  this  condition  exists  in  spite  of  every  effort  on  the  part 

1  Some  explain  this  change  in  demand  on  the  ground  that  the  small,  easily  heated 
houses  have  become  more  attractive  because  of  the  high  prices  of  coal  and  the  unusuall>' 
severe  winters  experienced  of  late,  and  others  believe  that  the  disappearance  of  a  large 
floating  population  has  destroyed  the  profitable  practice  of  subletting  extra  rooms  in 
the  larger  houses.  The  following  data  regarding  vacancies  in  Moose  Jaw  are  interesting 
in  this  connection: 

January.     January  and 
1915'  February, 
lOlG 

Vacant  houses  costing  more  than  $1,500   100  121 

Vacant  houses  costing  less  than  SI, 500   -59  30S 

2  Cf.  supra,  pp.  31-33. 
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of  the  OAviiers  to  correct  it.  This  in  itself  is  an  indictment  of  the  machinery 
provided  for  considering  the  appeals  of  aggrieved  property  owners.  That 
machinery  consists,  first,  of  an  appeal  to  a  committee  of  the  local  comicil, 
usually  composed  of  the  men  who  have  supervised  the  original  assessment. 
Second,  there  is  an  appeal  from  this  committee  to  a  district  judge  in  the 
case  of  all  municipalities  except  the  cities  and  certain  designated  towns 
where  the  appeal  is  to  the  Local  Government  Board.  Finally,  there  is 
an  appeal  to  the  highest  court  in  the  Dominion,  an  inconvenient  and 
clumsy  arrangement,  but  nevertheless  one  which  has  been  used  in  at  least 
two  cases  of  late,  again  demonstrating  the  strength  of  the  dissatisfaction. 

Taxpayers  complain  that  it  is  useless  to  appeal  to  the  council  com- 
mittee for  the  defendant  is  also  judge  and  jury.  The  appeal  to  the  Local 
Government  Board,  while  in  most  respects  satisfactory,  is  lacking  in  one 
important  particular.  The  board  it  is  claimed,  is  not  and  cannot  be  an 
entirely  suitable  body  to  exercise  this  function  of  judging  the  fairness 
of  individual  assessments  so  long  as  it  exercises  some  of  its  other  functions, 
such  as  the  approval  of  debenture  issues,  for  the  board  is  placed  in  the 
position  of  first  passing  judgment  upon  the  ability  of  a  municipality  to 
meet  certain  financial  obligations  and  then  considering  the  complaint  of 
the  man  who  feels  that  his  share  of  that  financial  obligation  is  greater  than 
it  should  be.  It  is  contended  that  the  minds  of  the  members  of  the  board 
in  the  nature  of  things  must  be  affected  by  the  financial  needs  of  the  city, 
and  therefore  that  the  board  cannot  fairly  be  made  the  final  arbiter  in 
the  province  on  a  question  of  justice  to  an  individual.  The  abolition  of 
the  appeal  to  the  board  is  not  urged  by  those  who  complain.  What  is 
desired  is  an  appeal  from  the  decision  of  the  board  to  some  court  within 
the  province. 

The  investigator  is  convinced  that  the  property  owners  have  good 
grounds  for  their  complaint.  The  only  objections  which  have  been  made 
to  granting  an  additional  appeal  have  been  based  upon  the  desirability 
of  having  the  assessment  finally  settled  at  as  early  a  date  as  possible, 
and  upon  the  anxiety  lest  the  supreme  court  (to  which  the  appeal  is 
desired)  be  too  fully  occupied  already  to  give  tax  appeals  prompt  attention. 
The  first  objection  could  easily  be  met  by  providing  that  the  assessment 
shall  be  considered  determined  when  it  receives  the  approval  of  the  Local 
Government  Board,  that  taxes  shall  be  paid  on  that  assessment  and  that 
any  redress  ordered  as  a  result  of  further  appeal  shall  be  adjusted  out  of 
the  succeeding  year's  tax  levy.  What  readjustment  in  the  duties  of  the 
sujjreme  court  would  be  necessary,  the  writer  is  not  in  a  position  to  judge. 

The  language  used  in  some  of  the  statutes  appears  deliberately  to 

invite  over-assessment.    Thus  in  section  371  of  The  Town  Act  one  reads: 

"In  case  the  value  at  which  any  specified  land  has  been  assessed  p.ppears  to  be 
move  or  less  than  its  true  value,  the  amount  of  assessment  shall  nevcrtholess  not  be 
varied  on  appeal  if  the  value  at  which  it  is  assessed  bears  a  fair  iunl  just  proportion 
to  the  value  at  wliicli  the  lands  in  the  immediate  vicinity  of  the  land  in  (juestion  are 
assessed." 

The  condition  at  which  this  section  is  aimed  is,  of  course,  familiar. 
But  in  ]n-actice  it  has  inidouljtcdl}^  operated  to  maintain  assessments 
which  were  above  the  full  market  value  of  the  land. 

The  Air  ears  of  Taxes  Aet. — There  is  general  agreement  that  the 
])i(\sent  law  governing  the  collection  of  back  taxes^  is  superior  from  every 


*  For  II  brief  account  of  the  provisions  of  this  law  cf.  supra,  pp.  24,  27. 
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point  of  view  to  that  which  was  formerly  in  force.  Th(i  criticisms  have 
been,  for  the  most  part,  complaints  against  its  stringency  from  property 
owners  whose  taxes  have  fallen  into  arrears.  A  suggestion  is  made 
that  the  law  should  be  changed  so  as  to  make  it  impossible  to  take 
title  to  land  by  the  tax  sale  route  until  one  year  after  the  end  of 
the  war.  The  obvious  difficulty  which,  according  to  the  officials,  is 
sufficiently  serious  to  render  unwise  the  adoption  of  such  suggestions,  is 
that  any  relaxation  in  the  terms  of  the  Act  w^oulcl  have  a  demoralising 
effect  upon  the  payment  of  current  taxes.  Let  the  impression  be  gained 
that  the  government  will  not  permit  the  law  to  take  its  course  and  property 
owners  will  consider  their  tax  obligations  even  less  seriously  than  at 
present.  Such  suggestions,  it  is  contended,  are  in  their  essence  proposals 
that  the  municipalities  lend  to  the  property  owner  the  amount  of  his 
taxes  at  a  high  rate  of  interest.  But,  even  at  the  high  rate,  the 
municipalities  are  not  in  a  position  to  undertake  this  additional  financial 
burden.  Indeed  plans  of  this  type  may  easily  lead  to  an  abandonment 
of  the  whole  policy  of  enforcing  the  payment  of  taxes  and  would  make 
the  municipalities  financially  dependent  upon  the  mere  good  ^ill  of  the 
property  owners. 

Those  who  favoured  the  more  liberal  treatment  of  tax  dehnquents 
urged  radical  amendments  to  The  Arrears  of  Taxes  Act  at  the  last  session 
of  the  Legislature.  A  change  was  consequently  introduced  (section  69a) 
which  made  possible  the  extension  of  the  redemption  period  for  one  year 
under  certain  conditions.  This  amendment  was  not  sufficiently  generous 
to  please  the  petitioners  but  was  nevertheless  sufficiently  radical  to  cause 
considerable  difficulty  to  the  administrators.  Letters  from  investors  in 
tax  sale  certificates  have  been  submitted  to  the  investigator  which  show 
very  clearly  that  they  consider  even  this  shght  amendment  to  the  Act 
substantially  a  breach  of  faith.  City  officials  testify  that  the  amendment 
has  very  seriously  affected  the  market  for  tax  sale  certificates.^  The 
unfavourable  effects  of  attempts  to  ease  the  lot  of  the  tax  dehnquent 
would  in  all  probability  outweigh  the  good  accomplished.  Rehef  must 
be  looked  for  from  other  directions.^ 

The  Poll  Tax. — Curiously  enough  the  poll  tax,  which  has  been  almost 
everywhere  abandoned,  is  still  tolerated  in  Saskatchewan.  The  explana- 
tion is  undoubtedly  that  property  owners  are  not  averse  to  compelling 
the  numerous  transients  who  own  no  taxable  property  to  pay  something 
towards  municipal  expenses.  The  objections  made  to  the  investigator 
were  that  the  contribution  was  not  so  heavy  in  proportion  as  the  contribu- 
tion demanded  of  land  owners  and  that  the  tax  did  not  extend  to  women. 
What  part  the  poll  tax  should  play  in  a  scheme  of  readjustment  is  dis- 
cussed later.  ^ 

The  Business  Tax. — Complaints  are  made  against  the  business  tax 
on  several  grounds.  In  the  first  place  it  is  contended  that  as  at  present 
apphed,  with  each  city  determining  its  own  schedule,  an  irregularity 
develops  among  the  municipahties  which  is  undesirable  in  its  effects. 

^  Cf.  infra,  p.  44. 

^  2  A  memorandum  submitted  by  Mr.  R.  R.  Nichol  of  the  Canadian  Xorthern 
Railway  system,  urges  a  two-year  period  before  the  sale  of  land  for  taxes.  The  argument 
in  support  of  this  proposal  refers  more  particularly  to  conditions  in  rural  munici- 
palities. 

2  Cf.  infra,  p.  47. 
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An  accountant  in  one  city,  it  is  urged,  should  pay  the  same  amount  as 
business  tax  whether  he  locates  in  Saskatoon  or  Moose  Jaw.  A  type  of 
municipal  competition  springs  up  which,  it  is  felt,  ought  to  be  discouraged. 

In  any  case  there  can  be  no  doubt  that  the  local  freedom  in  this 
direction  has  greatly  crippled  the  business  tax  as  a  revenue  producing 
device.  Local  pressure  is  brought  to  bear  very  effectively  with  the  result 
that  the  assessment  is  often  set  at  ridiculously  low  figures. 

The  business  tax  is  also  sometimes  criticised  on  the  broad  ground  of 
equity  in  that  it  docs  not  approximate  a  charge  on  net  revenue  but,  on 
the  contrary,  taxes  the  man  who  fails  as  heavily  as  him  who  prospers.^ 
Yet  there  are  those  to  whom  the  tax  commends  itself  because  of  this 
peculiarity. 

Finally,  it  is  asserted  by  some  that  the  business  tax  has  a  tendency  to 
restrict  the  size  of  quarters  used  by  business  establishments. 

In  the  opinion  of  the  writer  a  higher  degree  .of  uniformity  is  desirable 
in  the  lousiness  tax  schedules,  but  complete  uniformity  among  all  of  the 
nmnicipalities  of  the  province  should  not  be  attempted.  The  proposal 
to  withdraw  from  the  municipalities  the  right  to  determine  their  own 
schedules  would  probably  not  be  seriously  opposed,  but  would,  on  the 
contrary,  win  active  support  from  the  administrators  in  some  places 
because  of  the  embarrassment  caused  by  the  pressure  of  local  business 
men  who  object  to  high  assessment  schedules.  The  business  tax  has 
interesting  possibilities  from  the  point  of  view  of  equitableness  when 
combined  with  certain  other  taxes  which  will  be  later  discussed."^  Finally, 
although  it  is  desirable  that  the  tax  be  left  so  low  as  not  to  involve  undesir- 
able social  results,  such  as  the  crowding  of  business  into  a  small  floor  space, 
it  is  necessary  to  remember  the  financial  urgency  and  to  compare  this 
disadvantage  of  the  business  tax  with  the  disadvantages  of  the  alternatives. 

There  should  be  mentioned  also  two  criticisms  encountered  which 
were  not  directed  against  the  tax  system  but  which,  nevertheless,  have  a 
fiscal  significance.  One  point  relates  to  the  form  of  organisation  in  use 
in  the  smaller  cities.  In  two  of  the  cities  the  opinion  was  expressed  that 
considerable  financial  saving  could  be  effected  by  a  more  simple  system 
of  organisation.  This  raises  the  question  of  the  desirabihty  of  classifying 
(  ities  into  two  or  more  groups. 

The  other  criticism  was  directed  at  the  suffrage  and  insisted  that  it 
uas  bestowed  too  liberally.  One  proposal  was  that  only  taxpayers  on 
assessments  of  more  than  15,000  be  permitted  to  vote  for  money  bylaws. 
Whethei-  financial  conservatism  and  responsibiHty  can  best  be  promoted 
tin'oiigli  limited  suffrages  or  through  liberal  suffrage  coupled  with  close 
jn'ovincial  supervision,  is  an  unsettled  question  which  perhaps  only 
experiment  can  decide. 

The  Distribution  of  the  Tax  Burden  between  Urban 
AND  Rural  Municipalities. 

In  ad(htion  to  the  dissatisfaction  with  the  methods  of  raising  municipa] 
revenues,  comjilaint  is  made  of  financial  ])urdens  which  rest  upon  the 


1  This  assumes,  of  course,  that  they  are  in  the  same  line  of  business  and  use  an 
ocjiial  amount  of  floor  space. 

-  (\f.  infra,  p.  46. 
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munici])aliti(>s  as  a  result  of  the  iiiaiiner  in  whieh  ))r()viiicial  i-eveimes  are 
obtained  and  the  manner  in  Avhich  the  hi^h  schools  are  fin;iticefl. 

The  Patriotic  Tax. — Until  the  outbreak  of  the  war  there  existed  in 
Saskatchewan  a  complete  separation  of  sources  of  provincial  and  municipal 
revenue.  The  localities  were  given  real  estate,  business  and  incomes  as 
the  principal  elements  for  their  tax  bases,  while  the  province  depended 
upon  subsidies,  indirect  taxes  and  fees  of  various  sorts.  As  a  result  the 
provincial  system  has  developed  into  a  collection  of  miscellaneous  and 
unrelated  revenues  which  have  been  seized  upon  at  various  times  as 
opportunity  offered.  Doubtless  the  moment  is  rapidly  approaching^  when 
the  province  must  seriously  consider  a  reorganisation  of  its  revenue  system 
upon  a  more  intelligent  plan,  but  the  time  for  this  appears  to  be  not  yet 
ripe.  It  is  a  rc^inarkable  fact  that  the  provincial  tax  sj'stem  contains  not 
a  single  elastic  element — ^not  one  tax  whose  rat(^  can  be  varicnl  at  will  to 
yield  a  sum  necessary  to  meet  the  needs  of  a  ])udget.  A  possi}>le  exception 
to  this  statement  is  the  patriotic  tax,  ]3ut  this  after  all  is  considered  a 
special  tax  levied  for  particular  purposes. 

The  patriotic  tax,  which  was  established  by  an  Act  passed  in  1916"-. 
levied  a  special  rate  of  one  milP  on  the  dollar  upon  'Hhe  total  value  of  all 
the  rateable  property"  in  the  municipalities  (including  rural  numicipalities) 
and  a  rate  of  one  cent  per  acre  upon  the  lands  in  the  outlying  "local 
improvement  districts,"  the  proceeds  to  be  used  for  meeting  certain 
expenditures  coimected  with  the  war. 

Were  it  not  for  the  fact  that  there  is  every  prospect  that  the  patriotic 
tax  will  be  retained  for  several  years  as  a  part  of  the  provincial  system, 
its  shortcomings  might  not  deserve  att(>ntion.  Of  the  seriousness  of  its 
defects  there  can  be  no  question.  First  of  all,  in  imposing  a  flat  rate  upon 
''all  the  rateable  property"  the  law  ignores  the  differences  between  the 
tax  bases  used  in  the  various  municipalities.  In  some  municipalities 
land  alone  is  taxed.  Other  municipalities  tax,  in  addition,  improvements, 
business  and  income.  The  village  which  taxes  land  only  is  called  upon 
to  pay  much  less  to  the  patriotic  fund  than  one  which  has  a  broader  tax 
base.  Complaint  is  made  that  in  general  the  urban  regions  are  levied 
upon  more  heavily  than  the  rural.  Again,  of  two  numicipalities  the  one 
which  values  its  property  more  conservatively  escapes  with  a  lighter  tax. 
The  municipalities  have  not  been  slow  to  grasp  this  fact  and  th(^  (M-a  of 
competitive  undervaluation  appears  already  to  have  begim. 

In  the  opinion  of  the  writer  the  apportionment  should  be  made  on 
a  basis  more  equitable  than  mere  ''rateable  property"  and  steps  should 
be  taken  to  equalise  the  assessments  among  the  municipalities.-*  Unless 
speed}^  action  is  taken  in  this  direction  the  patriotic  tax  is  Hkely  very  soon 
to  develop  into  a  very  troublesome  part  of  the  revemie  s^'stem. 

Local  Licenses. — In  the  course  of  its  development  the  ju-ovincial 
revenue  system  has  gradually  al^sorbed  many  licenses  and  com})laint  is 
made  that  this  results  in  the  municipaUties  ])aying^\  larger  share  of  the 

1  There  is  a  growing  need  for  revenues  and  a  growing  conviction  that  some  of 
the  revenues  now  used  for  local  purposes,  e.g.,  the  surtax,  are  better  suited  for  provincial 
l)urposes  than  for  local. 

-  Laws  of  1916,  chapter  6. 

3  Increased  to  one  and  one-half  mills  in  1917. 

4  Cf.  infra,  p.  48. 
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provincial  expenses  than  would  be  the  result  were  the  licenses  made  a 
source  of  local  revenue  and  the  provincial  treasury  supplied  by  some  form 
of  general  direct  taxation.  Although  a  definite  statement  cannot  be  made 
without  knowledge  of  the  nature  of  the  substitute  source  of  revenue,  this 
claim  is  probably  well  founded.  Certainly  it  is  true  that  many  licenses 
which  are  used  as  local  sources  of  revenue  elsew^here  are  used  in 
Saskatchewan  to  supply  the  provincial  treasury.  In  some  cases  the 
provincial  licenses  are  not  exclusive  in  the  sense  that  other  local  licenses 
may  not  be  also  imposed.  But,  according  to  the  local  authorities,  they 
are  made  so  high  as  to  preclude  the  addition  of  local  licenses. 

Automobile  Licenses. — Somewhat  similar  is  the  dispute  concerning 
fees  from  automobile  licenses.  Approximately  one-sixth  of  the  auto- 
mobiles of  the  province  are  owned  in  the  cities.  Yet  the  cities  receive 
no  direct  financial  returns  from  the  fund  accumulated  in  the  provincial 
treasury  from  motor  licenses,  while  the  country  districts  are  given  subsidies 
from  the  fund  for  road  purposes.  The  city  residents  claim  that  they 
have  streets  to  maintain  just  as  the  countr}^  has  roads  and  that  they  should 
share  in  the  distribution.  It  is  difficult  to  answer  this  argument,  for  the 
retort  that  the  city  cars  make  use  of  the  country  roads  carries  its  own 
rejoinder  that  the  country  cars  reciprocate  by  using  the  city  streets. 
It  is,  however,  commonly  considered  good  practice  to  subsidise  road 
building  from  central  treasuries  even  where  similar  favours  are  not  extended 
to  city  streets,  so  that  the  province  cannot  be  charged  with  adopting 
unusual  means  to  penalise  the  cities  as  compared  with  the  country.  Much 
of  the  complaint  is  undoubtedly  based  upon  the  form  of  the  distribution. 
If,  for  example,  the  funds  were  expended  directly  by  the  province  for  the 
same  purposes,  instead  of  being  given  in  the  form  of  a  cash  grant  to  the 
country  districts,  there  would  be  less  objection. 

It  has  been  urged  that  automobile  licenses  should  be  done  away  with 
entirely  but  this  is  scarcely  a  fiscal  possibility  at  the  present  time.  The 
real  question  involved  is  whether  the  people  of  the  province  desire  pro- 
vincial subsidies  for  road  building  alone  or  for  both  roads  and  city  streets. 

A  possible  source  of  additional  revenue  for  the  cities  consists  of  an 
additional  license  fee  for  automobiles.  The  fees  are  already  as  high  as 
is  customary  elsewhere  but  probably  an  increase  of  50  per  cent,  for  local 
purposes  would  not  be  considered  unduly  burdensome. 

Fines. — Dissatisfaction  is  expressed  because  so  large  a  portion  of 
the  fines  collected  by  the  cities  for  various  misdemeanours  is  claimed  by 
the  provincial  treasury.  Formerly  a  contribution  was  made  by  the 
province  toward  the  expenses  of  the  local  administration  of  justice,  but 
this  has  been  discontinued.^  This  situation  is  also  an  unusual  one,  but 
the  amounts  involved  are  not  large.  In  Swift  Current,  for  example, 
the  total  fines  in  1916  amounted  to  S5,767,  of  which  the  province  claimed 
$2,350.  Of  the  fines  collected  in  Saskatoon  the  city  received  $2,098.85 
and  the  ]r:rovince  $2,884. 

The  Support  of  High  Schools. — High  schools  and  collegiate  institutes 
in  Saskatchewan  are  municipally  controlled  institutions  which  receive 
their  financial  support  primarily  from  taxes  levied  by  the  cities  and  towns. 
The  students,  however,  are  often  drawn  from  a  wide  territory  and  conse- 


^  At  least  so  far  as  the  salaries  of  the  magistrates  are  concerned. 
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-quently  the  urban  taxpayers  arc  called  upon  to  bear  the  total  cost  of  hij^h 
schools  which  serve  ])oth  city  and  country.  The  accuracy  of  this  state- 
ment is  somewhat  affected  by  the  provincial  grants  from  the  ''Supple- 
mentary Revenue  Fund,"  but  these  usually  do  not  approach  an  adequate 
compensation  for  the  service  rendered.  The  burden  involved  can  be 
better  appreciated  when  it  is  understood  that  as  much  as  30  per  cent,  of 
the  enrollment  in  Prince  Albert  and  35  per  cent,  in  Saskatoon  come  from 
outside  districts.  The  per  capita  cost  of  high  school  instruction  moreover 
is  very  high.  In  Moose  Jaw  it  approximates  $110;  in  Prince  Albert,  SI 36; 
and  in  North  Battleford,  $260. 

This  is  a  situation  which  demands  attention.  The  suggestion  of 
the  Committee  of  the  Union  of  Saskatchewan  Municipalities  is  that  the 
provincial  government  assume  the  entire  financial  burden  of  these  institu- 
tions. But  even  if  the  consent  of  the  government  could  be  secured,  a 
surrender  of  local  control  is  almost  necessarily  a  corollary  of  such  a  pro- 
posal and  this  is  not  desired  by  the  municipalities.  A  solution  could  be 
found  by  requiring  the  rural  municipalities  from  which  the  students  come 
to  pay  the  cost  of  their  tuition.  This  plan  has  been  widely  used  in  the 
United  States.  However,  this  problem  is  one  which  is  being  considered 
also  by  Doctor  Harold  W.  Foght  in  connection  with  the  educational 
survey  being  conducted  by  him.  It  may  be  that  this  financial  problem, 
as  well  as  various  educational  problems,  will  find  a  common  solution  in 
some  general  reorganisation  of  school  district  boundaries  suggested  in 
his  report. 

The  survey  of  taxation  in  the  urban  municipalities  of  the  province 
reveals  a  sound  basis  for  much  of  the  criticism  of  the  existing  system. 
All  the  available  data  indicate  that  the  concentration  of  the  burden  upon 
land  values  has  been  carried  to  a  dangerous  point.  If  it  is  desirable  that 
land  titles  remain  in  the  hands  of  private  persons,  and  if  it  is  desirable 
that  speculative  land  values  form  a  substantial  source  of  municipal 
revenue,  action  must  be  taken  at  once  to  reduce  the  burden  to  a  size 
which  will  persuade  land  owners  to  pay  taxes  rather  than  surrender  their 
holdings.  Even  a  cursory  examination  of  the  situation  will  show  that 
the  municipalities  cannot  afford  to  invite  a  serious  impairment  of  the 
revenues  from  land  values,^  and  there  is  apparently  no  substantial  senti- 
ment in  favour  of  the  adoption  of  the  poUcy  of  pubhc  ownersliip  of  land. 
Consequently  the  primary  task  of  a  plan  for  readjustment  is  to  make 
financially  possible  the  reduction  of  land  assessments  to  reasonable  levels 
and  the  reduction  of  rates  imposed  on  these  assessments  to  a  point  where 
prompt  collections  can  be  confidently  anticipated. 


1  This  is  true  even  though  they  should  contemplate  holding  the  land  for  future 
sale  or  rental. 


PART  TWO 


A  PLAN  FOR  READJUSTING  THE  TAX  SYSTEMS  OF  THE 

MUNICIPALITIES. 

The  Solution  a  Temporary  Supplement  to  the  Land  Tax. 

Ill'  considering  a  plan  for  readjusting  the  financial  systems  of  the 
municipalities  of  Saskatchewan  it  should  always  be  kept  in  mind  that  the 
present  adverse  conditions  are  abnormal.  The  war  itself  is  in  large  measure 
responsible,  for  although  the  depression  was  already  present  before  the  war 
began,  it  has  undoubtedly  been  more  lasting  and  severe  in  some  of  its 
effects  because  of  it.  The  revival  of  prosperity  which  everyone  expects  after 
the  war  should  of  itself  bring  an  adequate  solution  of  the  present  financial 
problem,  and  in  all  probability  it  will  be  possible  to  return  to  the  system 
which  was  so  popular  in  the  past  but  which  is  so  inadequate  at  present. 
The  wisest  solution  consists  of  the  adoption  of  certain  temporary  expedients 
to  meet  the  present  emergency — expedients  which  may  be  disagreeable 
in  themselves  and  more  or  less  intolerable  judged  by  the  standards  of 
ordinary  times,  but  nevertheless  much  less  disagreeable  and  much  more 
tolerable  than  bankruptcy. 

In  devising  means  of  meeting  the  present  emergency,  especial  care 
should  be  used  to  maintain  the  advantage  won  by  the  establishment  of 
the  land  tax  principle.  By  asserting  the  community's  claim  to  so  large 
a  share  of  the  land  values,  the  municipalities  have  developed  an  asset 
of  great  value  and  one  which  it  would  be  sheer  folly  to  dissipate  or  sur- 
render. 

Any  plan  for  readjustment  should  be  predicated  on  the  assumption, 
that  the  special  taxation  of  land,  to  the  extent  that  the  same  has  come 
to  be  generally  accepted  as  normal  and  proper,  will  be  retained  as  the 
iDasis  of  the  system.  This  source  of  revenue  has  demonstrated,  however;, 
its  lack  of  dependability  under  conditions  such  as  noAV  prevail.  What 
is  needed,  then,  is  a  group  of  financial  expedients  to  supplement  the  land 
tax  during  the  present  period  of  stress  and  which  may  be  available  for 
use  in  similar  emergencies  without  the  unfortunate  delay  which  in  this 
case  has  so  accentuated  the  problem. 

The  plan  of  readjustment  here  proposed  is  framed  with  reference  to 
the  needs  of  the  municipalities  of  the  province  in  general  and  is  not  pre- 
sented as  a  cure  for  the  most  acute  cases.  No  mere  rearrangement  of 
the  tax  system  can  repair  the  financial  damage  done  in  a  few  of  the  munici- 
])alities  by  stupid  and  careless  enginec^i  ing,  l)y  selfish  and  mistaken  policies 
of  i-ailway  development  and  by  extravagant  and  reckless  numicipal 
achninistration.  But  the  seriously  embarrassed  municipalities  are,  after 
all,  few  in  num})er.  Indeed,  when  one  considers  that  in  spite  of  the  highly 
dynamic  concHtions  which  have  been  present,  only  ilnvc,  among  all  of 
th(^  tlire(>  hun(h'ed  and  ninety-one  urljan  municipalities  in  the  province 
have  failed  to  incvi  their  obligations  promptly,  the  record  is  creditable. 
But,  as  has  been  seen,  a  great  many  of  the  municipalities,  wliich  up  to  the 
present  have  met  all  ()l)ligations,  cannot  continue  much  loiigcn-  on  the 
])i-(>s('iit  basis  without  directly  courting  disaster. 
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Rellef  to  Land  Owners. 

Assuming  that  revenues  can  ]je  s(K;urefl  from  other  sources  which 
will  make  it  possible  to  extend  relief  to  the  owners  of  land,  the;  (juestion 
must  be  considered  as  to  how  nmch  rehef  it  is  necessary  or  desirable  to 
extend;  It  should  be  asserted  at  the  very  outset  that  this  is  a  question 
which  cannot  receive  a  definite,  dogmatic  answer.  From  th(;  fiscal  point 
of  view  it  is  necessary  that  the  relief  })e  sufficient  to  make  land  a  dependable 
part  of  the  tax  base.  The  amount  of  relief  necessary  to  bring  this  about 
will  obviously  vary  some  what  from  city  to  city.  It  may  also  be  desira])le, 
in  the  opinion  of  the  people  of  the  province,  to  go  further  than  this  and 
extend  a  larger  degree  of  relief  on  the  grounds  of  equity. 

Policy  in  Relation  to  Lands  Acquired  throngh  Tax  Sales. — Essential  to 
the  establishment  of  land  as  a  dependable  part  of  the  tax  base  is  the 
formulation  of  a  sound  policy  in  relation  to  lands  acquired  through  tax 
sales.  As  has  been  pointed  out,  attempts  by  the  municipalities  to  realise 
quickly  upon  these  lands  may  precipitate  a  serious  collapse.  In  the 
opinion  of  the  investigator  the  policy  adopted  should  be  a  flexil^le  one 
which  will  always  take  into  account  the  effect  of  sales  upon  realty  values. 
In  general,  it  may  be  said  that  where  municipalities  can  realise  upon  lands 
thus  acquired  without  compromising  realty  values,  they  cannot  afford 
to  hold  the  lands,  and  that  where  an  attempt  to  realise  on  lands  will 
compromise  realty  values,  municipalities  cannot  afford  to  sell  them. 
In  the  case  of  outlying  subdivisions  which  will  not  be  needed  for  building 
lots  for  decades  to  come,  the  case  is  clear.  Every  effort,  short  of  that  which 
would  result  in  a  ridiculously  small  return  to  the  public  treasur}^  should 
be  made  to  realise  on  the  land.  In  the  case  of  land  lying  within  the 
developed  areas  of  the  municipalities,  the  only  safe  policy  is  not  to  make 
sales  at  prices  lower  than  those  which  the  municipality  is  prepared  to 
.accept  as  the  assessed  value  of  the  land.  Otherwise  the  municipality  is 
placed  in  the  anomalous  position  of  defending  assessments  Avhich  are  higher 
than  the  prices  for  which  it  is  willing  to  sell  its  own  land.^ 

Compromises  for  Unpaid  Taxes. — In  connection  with  the  task  of 
putting  the  land  tax  on  a  firm  foundation,  compromises  for  unpaid  taxes 
form  a  difficult  problem.  Accepting  less  than  the  taxes  charged  is  an 
exceedingly  dangerous  practice,  because  it  tends  to  demoralise  prompt 
payment  and  to  encourage  deliberate  playing  for  a  compromise.  If  there 
is  a  prospect  of  finally  settling  a  tax  claim  on  a  basis  of  one-half  or  one-third 
of  the  taxes  imposed,  it  is  good  business  to  allow  the  arrears  to  accunuilate. 
Agreement  to  a  compromise  amounts  substantially  to  an  acknowledgment 
that  the  original  charge  w^as  unjust,  and  if  a  rebate  is  made  to  onv  tax- 
payer it  should  be  made  to  others  also. 

The  pohcy  toward  compromises  of  taxes  should  be  a  corollary  of  tlu^ 
policy  in  regard  to  lands  acquired  by  tax  sales.  If  the  present  owner  is 
the  best  customer  for  a  piece  of  land  which  should  be  realised  on  in  accord- 
ance with  the  sales  policy  outlined  above,  the  payment  may  in  some  cases 
be  more  conveniently  made  in  the  form  of  a  tax  coni]n-omise.  In  other 
cases  compromises  should  be  made  only  in  most  unusual  instances  and 


^  It  is  not  entirely  clear  whether  the  adoption  of  this  policy  would  involve  tlie 
amendment  of  section  24  of  The  Arrears  of  Taxes  Act. 
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under  strict  central  control.  The  city  can  much  better  afford  to  take 
over  the  land  and  hold  it  than  to  encourage  taxpayers  to  scheme  for  com- 
promises. 

The  Arrears  of  Taxes  Act. — -It  is  desirable,  in  the  opinion  of  the 
investigator,  that  the  amendment  to  The  Arrears  of  Taxes  Act,  passed  in 
1917,  permitting  an  extension  of  the  redemption  period  under  certain 
conditions  (section  69a)  be  repealed  and  that  no  action  be  taken  weakening 
the  provisions  of  the  present  law  or  affecting  unfavourably  the  foundation 
upon  Avhich  tax  sale  certificates  rest. 

The  Insurance  of  Fair  Assessments— The  existing  over-assessment 
of  land  is,  of  course,  to  be  deprecated.  Much  would  be  accompHshecl 
towards  a  correction  of  the  situation  by  the  provision  of  additional  revenues 
from  other  soL^rces,  for  this  w^ould  relieve  the  administrators  of  the  feeling 
that  the  only  way  to  raise  the  necessary  funds  is  to  maintain  high  assess- 
ments. 

In  addition,  the  language  of  the  municipal  Acts,  in  so  far  as  it  can 
be  so  construed  as  to  condone  over-assessment,  should  be  modified.  It 
should  be  made  very  clear  that  assessment  at  a  higher  figure  than  full 
cash  value  is  not  to  be  countenanced. 

Finally,  it  is  imperative  that  adequate  machinery  be  provided  to 
consider  appeals  in  cases  of  dissatisfaction  with  assessments.  The  com- 
mittee of  the  council  has  obvious  defects  as  a  court  of  appeal  but  it  probably 
performs  a  sufficiently  useful  function  in  weeding  out  the  ungrounded 
and  merely  formal  protests  to  justify  its  retention.  With  the  pressure  of 
financial  necessity  removed,  and  with  the  possibility  of  appeal  from  its 
decisions,  the  Local  Government  Board^  would  probably  give  almost 
complete  satisfaction  as  a  body  to  pass  upon  appeals  from  the  local  com- 
mittees. The  occasional  malcontent  should  be  required  to  pay  his  tax, 
under  protest,  pending  an  appeal  to  the  supreme  court  of  the  province, 
his  claim  for  rebate  to  be  readjusted  from  the  following  year's  levy. 

The  Reduction  of  Present  Rates. — There  formerly  existed  in  The  City 
Act  a  restriction  on  the  tax  rate  which  limited  it  to  20  mills.  Land 
owners  bought  with  the  knowledge  that  the  tax  rates  might  increase  to 
that  figure  but  there  was  in  that  provision  some  assurance  that  the  rate 
would  not  go  above  it.  Today  there  is  no  hmit  to  the  rate  which  the 
property  owner  can  be  called  upon  to  pay,  and  in  the  absence  of  changes 
in  the  tax  system  there  is  some  basis  for  apprehension  lest  the  burden 
become  generally  confiscatory.  A  20  mill  rate  on  a  reasonable 
assessment  would  doubtless  result  in  greatly  improved  collections.  It  is 
desirable,  in  the  opinion  of  the  writer,  to  make  the  outlook  for  land  owners 
as  definite  as  possible,  and  with  that  end  in  view  it  is  recommended  that 
the  rate  on  land  for  all  purposes,  including  schools,  be  limited  to  20  mills, 
with  the  provision  that  a  higher  rate  can  be  levied  only  with  the  consent 
of  the  Local  Government  Board.  The  Board  should  be  instructed  to  grant 
such  increases  only  when  it  is  convinced  that  the  other  sources  of  revenue 
are  being  utilised  and  that  the  higher  rate  is  necessary  to  meet  the 
financial  needs  of  the  case. 

The  Reduction  of  Present  Assessments. — Data  have  been  submitted 
which   draw   a   very   dismal  pLoture  of   the   present   state  of  land 


'  Or  the  Provincial  Tax  Commission,  if  created. 
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values,  particularly  as  compared  with  assc  f':Hni(  nts.  While  there  is 
doubtless  good  ground  for  much  of  the  complaint,  there  seems  to  be  a  spirit 
of  undue  pessimism  in  some  ciuarters.  Many  even  appear  to  takf^  the 
position  that  there  is  no  future  at  all  for  real  estate.  This  attitude  is, 
doubtless,  largely  the  result  of  a  reaction  from  the  over  optimistic  position 
of  a  few  years  ago. 

Large  reductions  in  land  assessments  have  already  1  (Mm  ma(](;  in 
many  municipalities,  particularly  in  the  three  largest  cities  of  the  province. 
Substantial  revisions  downward  yet  remain  to  })e  made  before  assessments 
approximate  true  values.  But  there  are  factors  in  the  situation  which 
undoubtedly  operate  to  improve  the  outlook.  First  of  all,  the  municipali- 
ties by  their  previous  reductions  have  already  written  off  the  rolls  what 
is  probably  the  most  speculative  portion  of  the  land  values.  The  outlying 
subdivisions  have,  for  instance,  been  scaled  down  to  a  low  level.  In  the 
second  place,  the  darkness  of  the  present  outlook  is  due  in  large  part  to 
the  tax  situation  itself.  If  in  the  place  of  the  present  outlook  of  uncertainty 
and  sinister  possibilities,  there  were  substituted  an  assurance  that  the 
burden  w^ould  be  approximately  what  was  anticipated  when  the  land  was 
purchased,  an  immediate  hardening  of  land  values  w^ould  undoulitedly 
result. 

Methods  of  Increasing  Revenues. 

If  substantial  relief  is  to  be  extended  to  land  o^^^llers,  it  is  necessary 
that  some  of  the  taxes  now  levied  on  land  be  obtained  from  other  sources. 
The  problem  is  to  determine  where  in  the  community  there  exists  the 
ability  to  bear  additional  tax  burdens  and  what  are  the  best  methods 
of  imposing  the  burdens  where  they  can  be  borne. 

The  Taxation  of  Improvements. — The  owners  of  improved  property 
are  by  no  means  an  identical  group  with  the  owners  of  unimproved  property 
and  the  transfer  of  part  of  land's  present  burden  to  buildings,  therefore, 
implies  a  readjustment  of  the  burden.  This,  moreover,  does  not  take  into 
account  the  shifting  of  the  improvement  tax  to  the  tenants  in  the  form  of 
increased  rentals.  Though  the  burden  rests  in  the  first  instance  upon 
the  owners  of  the  houses,  the  tendency,  according  to  economic  theorv^, 
is  to  increase  rentals  by  an  amount  sufficient  to  cover  the  tax.  In  actual 
practice  in  western  Canada,  rentals  are  rarely  normal,  being  usually  either 
very  high  or  very  low.  The  possibihty  of  the  increased  tax  being  shifted 
to  the  tenant  depends  largely  upon  the  rental  situation  at  the  particular 
time.  If  the  demand  for  houses  is  strong,  the  probability  is  that  a  new 
tax  on  buildings  would  be  shifted.  In  almost  all  of  the  cities,  as  it  happens, 
the  demand  at  present  is  good  and  is  improving.  Consequently  the 
probabilities  are  that  a  substantial  portion  of  the  tax  would  be  paid  by 
the  tenants  (or  b}^  those  owners  who  occupy  their  own  houses). 

Taxes  upon  improvements  have  been  unpopular  in  Saskatclunvan 
and  they  have  been  very  largely  eliminated  as  a  source  of  local  revenue. 
It  is  not  to  be  presumed  that  such  taxes  are  particularly  popular  anywhere, 
but  it  so  happens  that  almost  nowhere  else  have  numicipahties  found 
themselves  in  a  position  where  they  could  afford  to  dispense  with  them. 
As  a  rough  method  of  approximating  ability  to  contribute  to  the  pul^lic 
treasur}^  there  is  much  to  be  said  in  favour  of  the  plan.  Indeed,  next  to 
the  tax  on  land,  it  is  considered  by  most  tax  authorities  the  most  attractive 
source  of  local  revenue. 
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Under  conditions  as  they  exist  at  present,  an  incre^^se  in  tlie  taxation 
of  improvements  in  the  municipalities  of  Saskatchewan  would  be  a  desirable 
temporary  addition  to  the  revenue  system.  It  would  add  to  the  depend- 
ability of  the  tax  base,  for  the  taxes  on  buildings  are  more  certain  of 
collection  than  the  taxes  on  land.^  It  would  result  in  a  substantial  increase 
in  revenue  without  additional  administrative  expense.  Its  burden  would 
fall,  for  the  most  part,  where  it  could  well  be  borne.  It  is,  in  short,  a 
source  of  revenue  which  in  this  time  of  financial  stress  the  municipalities 
cannot  afford  to  ignore. 

The  recommendation  of  the  committee  of  the  Union  of  Saskatchewan 
^Municipalities  that  improvements  be  assessed  at  a  uniform  percentage 
of  their  value  in  all  urban  municipalities  should  be  adopted  but  with  the 
prov  iso  that  in  special  cases  the  Local  Government  Board-  shall  have 
power  to  make  exceptions  where  it  is  desirable  for  fiscal  reasons  to  tax 
improvements  at  a  higher  percentage  than  the  general  one.  For  the  year 
1917  improvements  should  be  taxed  at  60  per  cent,  of  their  value.  If  the 
result  of  the  year's  financing  makes  it  desirable  to  increase  this  figure 
the  following  year,  a  considerable  margin  remains.  Provision  should  be 
made  for  an  easy  return  to  a  lower  assessment  of  buildings  when  the 
financial  situation  will  permit  it.  This  should  be  accomplished  by  securing 
the  approval  of  an  administrative  body^  under  conditions  which  will 
insure  that  reductions  Avhich  are  financiallj^  unwarranted  are  not  made 
and  that  competitive  undervaluation  between  municipalities  does  not 
develop  to  the  injury  of  the  financial  soundness  of  the  local  situations. 

The  Business  Tax. — ^The  business  tax  formerly  played  a  far  more 
important  part  in  municipal  finance  than  is  now  the  case.  Under  properly 
prepared  schedules  it  should  be  made  to  assist  very  materially  toward 
the  solution  of  the  present  problem.  The  testimony  is  universal  that  the 
])U.^in(  ss  men  are  prosperous  and  are  in  a  good  position  to  accept  additional 
taxation.  This  can  best  be  accompHshed,  in  the  opinion  of  the  writer, 
by  a  combination  business  and  income  tax.  The  business  tax  should  he 
apportioned  on  the  floor  space  basis  and  the  income  tax  used  to  supplement 
it  by  correcting  the  injustice  due  to  the  fact  that  the  business  tax  does  not 
discriminate  l^etwecn  the  prosperous  and  the  unsuccessful.^ 

To  remove  the  business  tax  from  local  pressure  and  to  gain  the  advan- 
tages of  uniformity,  the  business  tax  schedules  should  be  controlled  by  a 
central  authority.-'  It  is  not  desirable  to  have  one  uniform  schedule 
for  all  of  the  municipaUties.  They  should  be  classified  into  more  or  less 
homogeneous  groups,  the  cities,  foi-  (^xample,  being  distributed  into  two 
or  three  classes.  The  schedules  should  be  drawn  up  in  tentative  form 
by  rc^presentatives  of  the  municipalities  in  each  group,  preferably  by  the 
assessors,  and  submitted  to  the  central  authority  for  approval.  The 
•schechiles  should  be  prepared  on  the  basis  of  an  expected  revenue  con- 
sideralily  highci'  than  is  now  l^eing  realised  even  in  the  cities  where  the 
business  tax  now  yields  the  high(  st  returns.  It  should  aim  to  distribute 
the  burden  equitably  as  between  different  groui:s  of  business  men. 


'  ('/.  '"iupra,  J)]).  25,  27. 

-  Or  the  Provincial  Tax  Commission,  if  created. 
'  Preferably  by  a  Provincial  Tax  Commission. 

Except,  of  course,  as  the  i^rosperoiis  man  uses  more  floor  space. 
°  Preferably  by  the  Provincial  Tax  Commission,  if  created. 
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Merely  making  L'nifonii  the  schedules  in  niunicipalitics  of  the  same 
class  does  not  make  equal  the  burden  on  typ(!s  of  business  unless  the 
tax  rates  are  identical  in  the  municipalities.  This  is  an  hy^uwu  u\  in 
favour  of  a  fixed  uniform  rate  on  businesses. 

The  Income  Tax. — The  time  is  apparently  not  ripe  for  a  j^cnieral 
provincial  income  tax  in  which  the  municipalities  share.  Several  con- 
ditions essential  to  the  success  of  such  a  tax  are  as  yet  absent.  The  uvw 
federal  income  tax  law  renders  the  situation  more  difficult  from  the  fiscal 
point  of  view,  without  making  it  much  easier  from  the  administrative 
point  of  view.^  What  remains  is  to  revamp  the  present  local  income  tax 
law  into  a  form'which  will  be  more  equitable  and  productive.  Certainly 
the  in'cseiit  exemption  granted  to  incomes  in  cases  where  the  person  is 
assessed  for  other  taxable  subjects  should  be  repealed.  It  may  be  that 
a  plan  somewhat  Hke  that  in  use  in  the  State  of  Connecticut  could  Ije 
applied  in  Saskatchewan  whereby  every  person  filing  a  federal  incotnt*  tax 
return  would  also  file  a  duplicate  with  the  local  authorities  for  use  in 
formulating  an  assessment  for  municipal  purposes. 

The  rale,  in  the  presence  of  the  highly  progressive  fed(>ral  rate, 
cannot  be  made  high,  2  per  cent,  probably  being  the  upper  Umit.  This 
rate  could  well  be  apphed  to  the  whole  income,  however,  not  meix^h'  to 
the  net  income  over  and  above  the  initial  exemption. 

Poll  Taxes. — ^The  improvements  tax  will  have  a  tendency  to  operate 
as  a  type  of  income  tax  on  the  lower  ranges  of  income  but  it  may  Ije  desir- 
able to  supplement  it  by  the  specific  poll  tax.  This  could  be  madc^  to 
to  vary  in  amount  with  general  classes  of  income  in  the  loAver  ranges. 
For  example,  a  person  with  an  income  of  less  than  SI, 000  might  be  charged 
a  five-dollar  poll  tax;  one  between  11,000  and  $1,500  a  ten-dollar  poll  tax, 
etc.    This  is,  of  course,  one  of  the  less  desirable  forms  of  taxation. 

The  Rentals  Tax. — The  rentals  tax  might  be  profitably  resorted  to  in 
situations  where  the  increase  in  the  tax  on  improvements  is  an  economic 
impossibihty.  Provision  should  be  made  which  will  render  this  tax 
available  for  such  cases.  The  advisability  of  its  use  in  particular  cases 
should  be  determined  by  some  central  authority. 

The  Increment  Tax. — Because  the  imposition  of  an  increment  tax 
at  this  time  would  probably  have  the  effect  of  depressing  land  values 
still  further,  the  adoption  of  such  a  measure  in  the  present  contingency  is 
deemed  to  be  ill  advised. 

Miscellaneous  Changes. 

A  Provincial  Tax  Commissioyi. — It  is  now  a  serious  question  as  to 
whether  the  time  is  not  ripe  for  the  appointment  of  a  central  provincial 
board  of  some  dignit}',  power  and  res]ionsibility  to  assist  in  the  administra- 
tion of  the  tax  system.  The  necessity  of  providing  for  equalisation  in 
connection  with  tlu^  jiatriotic  tax  gives  point  to  the  matter.  Then  there 
are  equalisation  fiinctions  as  between  towns  and  rural  numicipalities 
which  could  well  be  assigned  to  such  a  body.    It  could  also  take  over  from 

1  According  to  a  letter  dated  September  17,  from  the  Federal  Commissioner  of 
Taxation,  the  federal  income  tax  returns  are  not  available  to  ]irovincial  or  municipal 
.authorities. 
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the  Local  Government  Board  the  work  of  passing  on  appeals  from  assess- 
ments. The  task  of  guiding  the  municipalities  through  the  present  period 
of  financial  stress,  the  formulation  of  the  business  tax  schedules,  the 
development  of  an  effective  local  income  tax, — all  could  be  assigned  tO' 
such  a  body.  Experience  in  the  United  States  has  demonstrated  the 
desirability  of  making  such  a  board  smalP  and  of  removing  it  as  far  as 
possible  from  political  influences. 

The  Patriotic  Tax. — As  has  been  noted,^  the  basis  for  the  apportion- 
ment of  the  patriotic  tax  stands  in  need  of  readjustment.  It  is  suggested 
that  the  equalised  assessed  value  of  land  alone  would  probably  prove  to- 
be  the  most  practicable  available  basis. 

An  examination  of  the  detailed  statistics  of  a  number  of  the  munici- 
palities of  the  province  has  convinced  the  writer  that  the  present  difficult 
situation  can  be  satisfactorily  met  by  the  policy  outlined  above.  Some 
of  the  municipalities  will  undoubtedly  require  special  treatment,  but  for 
almost  all  a  temporary  submission  to  the  somewhat  burdensome  form& 
of  taxation  suggested  will  bring  the  desired  results. 


1  The  number  is  usually  three. 

2  Cf.  supra,  p.  39. 


